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ABSTRACT 

The authors first present their vievs on directions 
for change. They see the aesirable direction for change involving a 
significant expansion of the Federal financing of education; 
dv3centralization of the administration and control of schools; and 
the creation of centers for education research, training, innovation, 
and information on a regional basis. The authors examine the causes 
of the current crises in education and then submit proposals vhich 
are generated out of this analysis. The main proposals are (1) income 
tax deductions as an incentive system for more equal educational 
opportunity; (2) an experiment in voting methods designed to improve 
the level and composition of resources in education; (3) the 
improvement of public control over resource allocation in education; 
(4) the collection, evaluation, and dispersion of education 
information; and (5) a program for full-costing of higher education. 
(Author/JF) 
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PRl-1'AC)' 



The immense coin]).lo>:if.y oi- Llio Aiweri.cnn syst:o?n of education r.nd the 
diverije hut critical functions it scrve.s in Anioricim society makes it 
iinpossibl:^ for any ,<:\jnf;]e effort to capture cither its ir.ipact or failur 
in a comprehensive way. In addition, tlie close relationship between 
educational practice and social behavior co;npliv:ates any effort to 
examine any single aspect of the system in isols^tion. Thus, v?hile the 
purpose of this' study was to concentrate on the problens surrounding 
the obtaining and usinj^ of resources in education, we felt it necessary 
to present our analysis in some larf,er frainevrork. At the same tir.ie, 
the mag-iitude and complexity of the issues involved forced us to over- 
look son-e factors v;hile concentrating on others. 

Th.i decisions re[;arding th^e factors upon v;hich we ultimately con- 
centrated vjere tempered considerably by our understanding of tiie crisis 
in A:nerican education and perhaps ir:ore iiv.portantly , by what v;c sav; as 
the desirable direction for change. Hence, we feel it is expedient 
to preface this study v;itli a very brief statenent of our viev;s on tlie 
directions for change, not only as necessary background for the 
reader, but as an apology for some of the othen^7ise important issues 
v;hich we failed to consider. In broad terms, we see the desirable 
direction for change involving three f undaii^ental developrrients : 

(1) A^^£jj|njX:u:jVtoJi_(^^^ 
education. This expansion is a necessary step in achieving tax 
efficiency and equity and in acliieving tlie goal of the equalization 
of educational opportunity. ^The increased inobility of tlie United 
States population, the striking gap in national education research, 



t 

and the growlnf; urjjoncy f or ecjualiry of upporLvMvj ly all. require Lhls 
I expanded effort:. Without this expaiuJion there is convincing evidence 
that the level and quality of education vill be le£:i5 than the »\*ocially 
desirable amount. 

(2) ^'^]£_£<j^^i^J'J^:^^ control of^ the 'r>chocl_2nusX,]?A^i 

ingly localized and decent rali::cd. Such a development is not only a 
necessary ingredient for cultural pluralism, but the increased inter- 
action of parents, teachers and students can provide a basis for 



adaptability to individual cducaticnal needs an d denands. We feel 
strongly that this vill also increase the willingness to financially 
support an expanded educational effort. Tlie reliance of society on 
the education system for cultural hon^ogeniEation T?.ay have been 
useful historically, b ut a ir.onolithic culture is now neither desira ble 
^ nor poss^ible. ICe recognize the ovcrv.'heliaing difficulties in develop- 
ing a sense of cojn;:'unity in the modern urbanized society. This is, 
however, a vital social devclopn^ent and an education system character- 
ized by Public School cannot possibly foster this spirit. 

(3) .Center s for educat ion research, training, innovation,. and_ 



inforiijation on a regional basis must be develoned and a nechanisni 



for communication between the inventors and developers of improved 
education technol.ogy raust be fostered. This development is necessary 
not only because of the significant underinvestment in education 
research and tl^e spillovers associated with ii:, but because a corjrit- 

0 

luent to expertise in education^'' R 6( D may help to avoid the pcnduluni 
like **f^'ds'* which have characteri.^ed ''innovation" in education. The 
process of basic improvcn;ent;i an education.'-^^ technology v;ill require 
a long run coimoitment. Indeed, the low pay^oH: associated with riuch 
current education rcsearcli can l)e attributed in significant riicasuro 
• ERJCabscnce of these Investmcnrs in tlie past. Thus, a current dollar 



cal :invcs(:iuGul:s h:\V\i {^oiuirci l /^d a i>uufjl:;ir;t. iiU l:now] a'.!j;.o bn.'?C', and this 
coin|>,li^ to leyncy c:^\^ bo. iva Inpuc willi cac!) iv:;v,' do.llnr iin\;st:o(.l. The 
inc):c :u^cd role that: educat ion vM\st play in iho. :U ructuriiM; of an 
individual, sociaJ. , and physical environirtcnt \vl)ich facilitates a high 
quality of life v;ill requlra a r::ora adaptable and 5iensitiYe educational 
process. 

There arc, of course, ninny factori!^ related to the above concern 
which time constraints kept us froui considering. Several important 
onc^s include .a more complete consideration of the role of higher 
education in the process described above and a more complete analysis 
of th<? Mature and source of the tax revenuc:s necessary to achieve 
v;hat ve conceive as the goals of the education systou, Th.ese issues 
will, of course, require further consideration. 

In conclusion, v;e feel some urgency in pointing to some basic 
concerns tlsat e:Vi('.rged out of our reviev:s of the literature and our 
coaceptio!"* of the potential impact of the Nationnl Institute of 
Education* In brief, we j2T^o_c oncerne d that hasty pursuit of 
"equality of educational opportunity" or even v;orse, output may 
lead to a reduction in realiiiod equalit;y. This might occur 



because overiiealous efforts to do this in the public sector may 
lead to reduced support for public education and a substitution of 
private education- A more appropriate iiVunediate goal in our opinion 
is Itic equali5:ation of inputs (in dollar terms). Secondly, v;e feel 
one of the inajor threats to continued success in education is the 
"more is better'* syndrome. This approncli in the past is in some, 
important \.'ay responsible for the current bacVJaf*:h to spending for 
education. "More" must be ccuijbinc<i v;:.tii efforts at more efficient 
allocation. Finaljy, a factor mGntiofi'i-d above js iliat the 



eniplKuvir, nncl nMpiMuli Lure on '^pro^U'^»i'i«>*' Vfu'sus ^'rouoarcii i^ccmi; r.iis-- 
nlacc?d, Tlii.f.: need not he 5;o il. eacli pro{;rnn is financed in a \7sy so 
that adequate lofirning can take place from tlic c>:por iuiontal effort. 
In short, the i::ost sij;nif leant: i\ap v;e see in t)ie knowledge industry^ 
is in the knov-?lodge rc[;arding the learning process itself. Failure 
to invest in this area v;ill clearly make the pay off from any oth.er 
efforts significantly less than v;liat is potentially possible in the 
lon^-run. 
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Obt'.ainiiij; and Ihrinf; l\0:V(imiCM 
T!u». Ovarviev; of the Crisisi 

Awarican education Is in tl^c midst: of a financial crisis par licularly 
if "crisis" is taken to mean "a turning, point", or a cnicial time. Tlie 
outcome of this crisis will clearly have broad and important soci?.]. impli- 
cations. A careful examination of the perf orriiance of the educational 
industry over tlie last .several decades, hov.'ever, reveal.s signs of very 
strikin{» success. For example: (1) tliere has been a narked increase in 
the number of students educated at all levels; (2) t)ie retention of students 
by the schools has improved significantly; (3) there is some evidence that 
tl^e quality of instruction has improved; (A) the average colle^te and profen- 
sional training of teacher and administrative inputs has improved; (5) educa- 
tion has TP.adc enormous contributions to national grov;th and individual 

)ductivity;' (6) education has contributed in a major v;ay to trie reduction 
of poverty. Even an examination of the most recent goals set for the educa- 
tion industry reveals that expectations have been realised or surpassed. 
If these achievements are lost siglit of, nuiritirous myths regarding the 
"failure" of tlie scliools v/ill lead to misguided change. 

Yet no one v?ill deny that in the face of these remarkable achievements 
the education system is in the midst of a severe crisis. The signs 
are v?i(Jei::pread and tlie desire for change is being reflected in nuinerous 
V7ays. For example, in the. marked reduction in nublic school bond elections 
approved, increcised disruption by students, the resistance of state 
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and parental concern and revolt. An attempt is /inade in the report to deal 



legislatures to the rising cost of education, increased teacher ,ynilitar\ 



wil:)\ l.lic: question ot xAmxI racf.ors cMp!) ain this p;uTulo:% of crxr.Js In t)u! 
^^c: ol: !;uccuss. 

Kliilu the fnctors contributing to tliu crij-::l*^. nre nu:::urouf> and coir-plo:-: 
wCi believe t]ie major influoncos inclvule tlie ro1Jov;inj»: (.1.) tlic odncation 
sector has boon toclnioloi^ically nonprof/.rcssive. Tliis resu3.tn from: (a) 
Inadequate expeditures on educational research and development (b) 
inadequate or ini?ij)laced^ incentives for innovation (c) a failure to integrate 
the developv.icntnl * aspects of Innovation vdthin the setting, of the educational 
procerus; and (d) the fact that tlie service sector ^'.cnerally is resistant 
to technical pro};ress. 

(2) The education sector by relying heavily on the propertv tax is 
faced v:ith special problems. Tliese nroble\ns occur in part because (a) 

the obscure nature of the product of education as coinnared v;ith the T>roduct 

the private sector^ and the tax itself generates resistance to 
property tax incr eaf.es to finance education; (b) the nature of the property 
tax distorts efficiency in the econo:;\v; (c) the property tax results in 
very unequal tax burdens and this creates a feelinj: of unfairness; (d) 
the tax is difficult and costly to administer; (e) it results in revenue 
increasing more slowly than education demands (it js inelastic) and ; 
(f) it falls most heavily on the poor (is rcf;rcssive) . 

(3) The decision process in education does not allocate resources 

in accordance with educational needs. This occurs jn part because (a) the 
conflicting pressures for 'centralization and decentralixation have resulted 
in an iricfficient bodgepod^^e of professional, local and state control of 
education; (b) consolidation of scl^.ool districts has created in many districts a 
monopolistic educational l)ureaucracY , and perliaps encoura;^,crd Ctvi devel opr.ent 
militant unions; (c) a complex set of state 3av;s and administrative 

.ERIC . 



*pv»'icticus make tl)o cloctiid (or appointied) public vepr(}soncat:ion ess 

^^.'iCfcct tl)(i svstorn. 

(4) the product of education has tnlvcn on wcw: vu,*an:i.n|\s in the affluciVi: 
society^ Some of: the consideration licre include; (a) an incroaHod crivi!jar.is 
on the 'Equality" of education; (b) tl^e developncnt of a youth culture; 
the expanded time available for leisure rociuirinj:', important ad Jiu^tpcnts 
in education; and (d) the increased resistance to using the school as a 
"social neltinj^ pot''. All of tb.e' above inay con^nlicate increasin?; 
resources available to education in the future. 

It iK- argued finally that sorae in^portant aspects of the crisis have 
been gcneratcid by the immense success of tho education indujjtry and that 
fail\3re to understand tliis may lead to misf.;uided efforts at clnnnjui. In 
particular (a) tlie intense, deinands for improvements in quality arise 
natural 3 V frora more liighlv educated parents; (b) tlie hif:h stvindard of 

•> ■ ' — — 

v±rt\\ made possible :'n pari: throu?;h increased ec!\icat:inn requires 

Koviie^^idaptation in c^jrinj^^ll^r,::; and (c) the success of consolidation efforts 

nay have contributed to the bureaucratization of the schools. Finally, 

all of the above must be used as a fraiaev?ork throujjh vihich to view the 

proposals - for chai-ige. 




OinVJ.NlKG AVA) IISINC KKSOUKCES IN EDUCATION 

{■ 

Tho rnrac1o>: of *'i:r i r.i;'/' in llio Fnc^?^ of^jjuc^^^ ... - 

Tho dictionary dof-ines crisis as turnin*; i^oint in the course 
of t'inythini;; a deci^>ivo or crucial time... a cruciril, si tuation, . .whose 
outcome decides vhcuher possible bad consequences will follow..,,"^ 
and in these terms there is widespread acceptance tliat American 
education is in the midst of a crisis. There is, however, sone 
difference of opinion regarding the exact nature of the crisis as well 
as what outcomes are required to avoid the ''possible had consefjuences . 
Indeed, nmnerous volumes' have appeared in the last few years exai?.ining 
and docuinenting various aspects of the crisis^ but any attempt to 
weigh alternative directives for change must be placed in the context 
of the broader forces which have brought us to the turning point and 
wliich now necessitate change. 

While we have liir.ited our concern in this report to the major 
factors surrounding the problems of financing public education in 
general and the taxpayers' recent stiffened rosislance to financing 
education in particular, we recognize that this financial crisis in 
education is but one part of a larger complex sdcial reality perplex- 
ing the total fabric of iVinerican society. Hence, v/e will try to 
outline in a broader fran^iCWorU those forces producing the financial 
crisis in education. •Some understanding or these forces is important 
to the consideration of any proposed change in the educational system. 
This framework is then used as a basis for some specific programs 
wliich v;e feel will move the education system in the direction of 
purposive change* 



^•/ebster's Kcw Word Dictionary, College Edition (1969). 
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A, Tin: Kvidoncc: cf Siicco.r^s 

Anyoiui who oxcuuinos the pcrfoj-inaiux- of the education i.ndusl*rv» 

1 

defined ;is the .schools, cohlc^^es, imiversities , nnd public and private ^t*^^* 
orgnn.i x.ati ons for formal education > in tlie United States over some 
long period of t.i:ne, must be most impressed with its success on almost 
any criteria society deeins injportant. 

1. Increased numbers of the populatiui^ educated at all levels. 

At the turn of the century, there vere approxi mate].v l^-S nil lion - 



young people enrojlled in elementary and secondary schools in the United 

States (about 7^' j:)ercent of the school age population), bxit by 1968, 
/ 

•'^3.9 million youtli v;ero beinf; educated in elementary and secondary *Vi^H) 

schools (about 85 percent of the school ac^e populai.ion) . I'ot only ,„w^\ 

did the number and percent of the .population bein^; educated expand, O J^^^"i>• 

but the amount oi erlucaliion provided to cacli studejit expanded signi- 6^ \ ^ 

ficantlv. Thus, in 1900, only about IS.^percent of the school age ^^/i^j - 



population v.'ho finished elementary school graduated from high school 
(12 years of education),, while in 1968--6-9 almost 80 percent ^iraduated. 
The expansion in college enrollment is even mor.e striking. (The 
reader vill find th;i:r>' data in Tcibles 1, 2, and 3 in the Statistical 
Append i::,) ^ 
2« The qunlity of education provided has improved . si;;nificant ly . 

With this remarkable increase in the population served, i lliter- 
acy rates^^f-C'l"!^ to only about 2 percent of the papulation in 1970, and 
other measures of student ability shov; remarkable improvement. (See 
Tc-iblc l\ in Statjstical Appendix.) Kor example, scores on tests 
dcsii;ned' to measure the "j'.oneral learnini; ability" or^verbal intelli- 
gence" for a sample of draftees markedly increased from VJorld War I 
2 

O > World I7ar II. 
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3. Ir.iprovtMiiaal s in otlucraljon have made .,si.j,;nif icant conLr Lbulionfi to 
nnl:ion:il. f;.rov;ili niul 5)r(Kluci:ivit:y , 

Km;v. reus st:u(3.T05 liavci a]so dcihon^:t;i:afc:d ll;at; thcsio roiiiarkable 

aclii cvojKcn t.s in tlu? educat ion industry contrihulod in a very 

si j^nif icanL way to the - jirowth and producLivity of the United States 

economy. Tlius, for example^ a major study by K. F. Denison estiriated 

that from 1929 to 1957, 21 percent of the growth in real national 

income per pr^rson c^^ploycd waf; attributable to the greater education 

of the labor force, while another 36 percent was attributable to the 

"advance • kviC^wledge. ^ 

An alternative v/ay of examining the contribution of education 

to national grov;tli and to the increase in the standard of living is 

to think of education as an investment which increases the earning 

potonlial. of individuals. A large number of studies demonstrate 

that confjervative estimates of these returns are:'^ 

Elementary Edui:ation 35 percent per annum 

High School Education 15 percent per annum 

College Education 10 percent per annum 



3 

E. F. Den i son, The Sou rces of Econoniic Growt)^. and the ' Al tern a t ivcs 
Before Us, Supple:nantary Paper No. 13, Co::inittee for Econorr.ic Develop- 
ment, Kcw York, January 1962. For a critical reviev; of Den J son, see 
M. J. Jiowman, • ''ScViult >: Denison, aiid tlie Contribution of *r.ds' to 
National Income Grov;thV pvir na 1 o f Po3 i t i ca l Eco no;:iy , October 1964, 
pp. ^30-65. : 

A large niunber of researchers liave estimated tlie returns to 
oducaLjon, and tlic rof^ults are quite consistent. Some of the best 
studies include the following: H. P. Mil.].er, "Annual and l.ifeti:r.e 
Income in Kelation to Education: 1939-'59,'* Amor ijc: nn Kcono::^i c P.o v i ov; , 
: Deceiuber 1960, pp. 96:^-87; G. S. Becker, llu::-^n"Cov>iiaI ;/ i Vieor -^ticcl 
and Em;)irica] Analys is . with SpC'Cial Kofore r.ce lo Ld i:catlon . i c e t c n , 
N. J.: Princeton University Press, 19tVi, pp. 167; li. A. K'eisurod, 
"Education and ]nvesti::ent in h'ur.ian Capital," Jourrtal of I'o) U if:;il 
}'^'ouo^'}y[% Suppl . , OclohcT 19(^-j 106-:?4; W. Koe lijnst^u, "rutal and • 

O „va(e Kati'S of KuLurn to invei'i m<.»n( in '»t^ht)D] i.n|;," Jrtini.^^^^^ 
ERJC moniv. JH, April 1903, pp, ' ' 
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A Av'ay oC inloi prciinR those f ;Liulin[^:.s is to coii^parc tho rcjliirns froni t.*^ \ 

t*cluc:U.ion to other inv.cs tr.JciU: Dpi)or tunj Lies in the i^ocioLy. ];v thci^c v ^ ^ 
tonus education has (Tlearly boon a nrofi t nLtlt; IvivcsLmGnf . While \ iY' » 

scvcrcil moro recent examinations of the returns to education have 
maintained that the above results attribute to edueation, income gains 
which might be explained more appropriately by ability, far.iily connec- 
tions, or .social class; vjhen niore refined data iiave been used to ''hold 
the effect of tliet^Te variables constant" increased education is still 
associated with higher earning capability.^ The returns to education 
as an investment have and continv;e to compare favorably with other 
investivtent opportunities in the private sector. Furthermore, the 

returns to education surpass by many tirnos^a large nu:i;bcr of other 

6 

governinent investment programs. 

It is also interesting to note that although there have been 
/ substantial increases in the absolute nuxber of people and the 

percent of the population educated, the rates of return to education 
havo not declined significantly.^ This suggests that education has 
remained a highly vorthv.'liile investment v;hen both costs and benefits 
are considered. 



For the/discus$;ipn of this problem and attempts to deal v;ith 
this f^ee: J. N. Morgan, M- H. David, "Kducat i on' and Tncoti.c," Quarter ly 
Journal of K conei:i icr. » .Aup.ust 1^63, pp* ■423-38; ?i. Ilianocli, *'An Kcononic 
Analysis of learnings and Sciioolin:;; , " pp. 310-330; and h'erbert Cintis, 
"Education, Technology, and tha Ciiaracteristics of Worker Productivity," 
Papers and Proceedings, Air.tiri can }Icono:::ic R eviev; (May 19?1). 

^Thus, for oxaitiple, the rates of returns on numerous dan projects* 
have been Icjss than 5 percent while the returns to elcir.enti.:ry education 
art! between b and 10 times a?.: high, Tiic.sc re.suJts are suj;;;ei; tive of a 
sij^nificant undorinve.sliucnt in education. 



^See, for example, J. N. Morgan and 11. Jl* David, pp. A23-38. 
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A. lnc):ua:;t:d cuucatiion Ims also r>l{;ni f i ccmlly cont:v ibutod to the. 
roduclion of poverty in the UnJlod SlaLcs. 



w j til s i yii f i.cnn t ilccli.iu's in the extont of povort.y in the United fJtatef; 

Indeed, in tlia lar>t four decades, over half of the i)opulation of the 

country inovod significantly beyond the poverty lino and several studies 

havii documented the important rolu played by increased levels of cdu- 

8 

cation in this process. E>;panded efforts have also been made in the 

recent decade to increase the education services to the poor and 

disadvantaged. Thus, for example, the number of people coi^.pleting 

training and obtaining employment under tlie Manpower Development and 

Training Act increased over sevenfold between 1963 and 1968. Almost 

a fivefold increase occurred in programs for the emotionally and 

.socially maTadju^Ued , tlie inentnlly retarded, the vifjually handicapped, 

etcetera J bcVv^een 1947 and 1966. (See Tables 5, 6, and 7 in the 

Statistical Appendix,) Careful research efforts have demonstrated 

that benefits to these programs, even if conserv-aUively estimated, 

9 

range from four to fifteen times the cost. 

In aggregate terms, there can be no doubt that these expanded 
efforts hcive increased the productivity of the poor. Thus^ the 
increased training and education have contributed to a reduction 
in the extent -of poverty in the United States, Betv;een 1947 and 



.See L. C. Thurov, "Tiie Causes of roverty," Quarterly Jou^rjijj 
£lL£!L^J£L"i^'^^ February 1067, pp. 39-57; T. v;. Schultz, "Pul)lic 
Approaches to Ninimi;:e Poverty," l^ov erty Am id Affluo^nc e , ed. L. Fish.ir.an 
Kcw llavcvn, Conn-.: Yale University Press, 1966, pp. 165-81; T, .Schul 
"Investing Ju I'oor People," i^lJ^lf^J^*'^*^"^ i:£ons£u c^r^jjv^i c:v , May }.965» pp. 510 
20; K. A. Wyksl rn, "So:-:e A(idi tiona T Lvi d(.::K:c cmi ivducytion arid '"on- 
pa r t i <: i p a t i o n \u the J *a ! ) o r 1 *o r c e / * y^esic rii Kcnnomic Journ;J , .June 1967, 
pp. 'JJX-'JW. 

J ^''I'or example, see Thomas Kibich» 1- d u c a t i on ;;^.n d .,Po_ve r t v , Hashinguc;; 



TiiC c:;panded effort In the education 



sector is also associated 





1069 the number of poor lanulic:; fell by almost 50 percont, and tlie t<'''*' 

percent of all familii'j^ in poverty doc3j.nod frcr.i percent, to 9.3 

. 10 
, parcont, 

5, Tlie. qij;intity and qu;jlity of resources allocated to education have 
increa.'.'Cd si ^nif ic:uU.ly , 

Of couriie tlie nchievcr.cnts described above have required an 

expanded quantity and quality of resources devoted to the. education 

effort. -It must be noted licre, however, that this improver.;c--nt is 

itscilf a tribute to the educational process because the unique nature 

of tlie educational industry requires that it produce a sjj'.nif .'itant 

part of its ov^n inputsi That, is, teachers, adiiiinustrators and other 

school staff are themselves a product of the education system. 

The number of teachers, staff and administrators per student has 

increased (see Tables 8 and 9 in the Statistical Appendix), and at 

tlic savuC tine tlie gradua/i:e and prolessional training of these 

^ teachers have significantly iviiprcvejh (See Table 10 in the Statistical 

Appendix.) • 

6. The expanding education sector required increased expenditures. 

This increase in tlie magnitude and quality of the education 
product has of course not coxne without cost. Tlie relative scarcity 
of highly trained people in the rapidly developing U. S. economy 
has resulted in siiarpl/ rising costs for t.liese skills. Price adjusted 
cost per pupil in average daily attendance has increased rrore than 
three tiines between 1929 and 1970. (See Tables 11, 12, and 13 in 
the Statistical Appendix.) Total expenditure in education in the 



KconoinLc R<\:)ort of tl'io lytViidf'nl^ To;;c-lher v-'i th I'no Rupovt: of 
Coun cil oi i;cont)!::j(: Advisors, U. S. C70Vern:::cnt Print in;* Office, 
gp^(^hington, D. C. 397], p. 2:^0. 



Unltcul Stiilivs is now .ipiiroxiiniitely ficvcn pcrconl; of tlic rross national 
product and this pcrccjitngc ir. rising steadily, (Sec Table lA in the 
Statistic.nl Appendix.') Tlic liatnre and causes of tliis increase in cost 
deserve careful con^^idaration and v;ill be treated at a later stape in 
the report. 

The purpose of the above discussion has not bcon simply to praise 
the Iniraensc success of the educational '*indus liry , " but: rather to pro- 
vi.de some background in v;hich to raise the question — v;hy the current, 
crisis? We have tried to docuinont that: 

(1) The education industry has over the last 30 or ^lO years 
expanded not only the quantity but also the quality of its product 
(students) in a very significant v/ay by: 

(a) increasing the quantity of students educated. 

(b) educatinj^ the average student a ,lonj',or tiroc (in both 
years and days per year). 

(c) providinj^ a higher quality of education Inputs (masiy 
of which had to be produced by the industry itself), 

(2) The education industry has produced an, output that has 
significantly contributed to national growth and individual 
productivity. 

(3) V.u* education * industry has jn.ade an important contribution 
to the reduction in poverty. 

7. Very recent acconip] ishmcnts of the education sector liave been 
equally significant. 

In the nore recent period » the accoinpliiihiiienti; of the education 

industry are equally remarkable. In fact, -it will be argued later 

that in a very fundamental way the current crisis in education is due 

er|c 



TAHLK I. COALS KOK THE 1900' :s CmVAlUX WITH ACUi h'VKMl-NTS 



. • Achievoinent by 197f) 

The Tnri;ct; (or clcscsL vcar 

THK SriXIFlC GOAL PMP05KD Set £or 1970 available) 



"A higher pi-oport.ion of the. p^voss 
nntiorml producL r.aisi he devoted 
to educational piirpo.sos." 

"Annua] public and private G':pcindi- 
turc for cducaliion by 19 70 r.iusl: be 
approximately 40 billion." 

"Tcacb.or .salaries at: all levels 
inns I: be iinprovod," (Avera<;a 
sal.jry in 1960 $5 , 17A-— adjusted 
£or prico changes $fi,l)'i8)» 

"Small and inefficient school 
districts should be consolidated, " 
(Tliere wore ^lOjOOO school districts 
in 1960). 



5 percent 



AO billion 



10,000 



(1969) 7.5 percent 



(1960 dollarij) $/<6.0 b 
(current dollcrs) 
$69.5 bill 

(1970) $8,840 
(increase of 70. ir. 

money wa^^es and 33.0/ 

in real wages) 

(1969) ^.$18,22/* 
Total operating 
districts 



khin tlie next dcccide al l<-ar>t 
two-thirds of tiic yoiiLlis in every 
^'tate £;houJd corr.pleto twelve years 
of ftchoo] Jug. ..." 

"At least one third (of the 
students) should enter college." 

"There must be more dnd better 
teacliers.'* (Mumbcr of teachers 
In 1960 -'1.8 million). 



.67 



.33 



(1968) 

lowest state 65.7 
U. S. averaf.e 75.8 



(1968) 30. /i 



(1970) 2.9 rdllion 



Souice: The specific C^vO^i proposed are taken fron: Coal s for Am er i cans : 
Pronraris for Act ion 'in t he Sixti es > Admi nistered by The American 
Assembly. A Spectrum. Book (1960). Sec especially pp. 6-7. 



to t)iis ovcr.cho.ln.in^ jiuc:r.es5;. A (luick fcc;iiiv,» Cor tijc roco:it nclncvo- 
iiionly ciix) be al.)l»'n iiud by looking; at lh<i national j;oals set for cducatio; 
in the 1960*s. ProsidoDL l^i.scnliowe.r appointed a hirJ' Jevol nonpartii^an 
coi;ii;ii.ssion to "develop ;i Inroad uullino of coo7dinatod national policies 
cind prograr.ui" and to "scit up a seri(js of yoals in various areas of 
national ac.ivity." The specific goals, vliieh appeared in Goals for 

f^^^ r Actior* in the Sixties , and the extent to which 
they liave been reached are sinmr.ari^ed in Table I, It mi^^ht be noted 
that in [;oal after j;aal , tlie expectations or tarj^et set for 1970 v^as 
met or, f requccntJ.y , exceeded by overwhelming amounts. Further^ and 
a point that will be returned to later, the very success in the 
achieveirient of these goals surrounds the discussion of the crisis. 
For exainpJe, increased public e:-:pendi<:ure^ hi[;her teacher salaries^ 
a reduction in tlie number of school districts, more and better 
teachers, and more colle^^e (graduates can be juxtaposed xcith resistance 
to higher costs of education, large luonopolistic school bureaucracies, 
a surplus of teachers, and an excess of college graduates (in relation 
to jobs available requiring their skills). 

B. The Signs of Crisis 

The above indicators of success should serve to at least illus- 
trate that some of the^myths regarding the crisis in education lack 
a sense of history, if. not understanding;. No one can deny, hov;cver, 
that a crisis does exist: » particularly if tin's is conceived of as 
'*a turning j)oint...a decisive or crucial time...." The acceptance 
is so widespread that this is a decisive period for education 
decision inahing that it barely needs docunienlation. 



1. The sif;ns of crisis arc very wittosprcad . 

Tlie vidt* (livcrgcMicc in the propo.'iai.jj fur chmi?,o is on]y one 
indictilor of the soripusncsr. and cov.iplcxi Ly of Lhc crisis. The 
California Jkipreino (Jourl I)LM:i.sjonj the incre;j.sod disruptions by 
students,'"^ the resist«nncc of stale Ict^islatures to expanding 
educ a t i on^^Qj^g ^ s i t:he parental concern (in both gheuto and sub- 
urban scl^ools) regarding tlie quality (or lack of equality) of 
education and .the large nuiTibef of scl)ool closings over financial 
difficulties can ^lll be interpreted as sijyis of a severe pressure 
for change. r 

2. The desire for chancre is reflexted in the change in public 
support of education. 

Clearly, although otlier forces had some influence, the above 
factors help to explain the results of public school bond elections 
)5etv;een the y ears J,957^an^^ , on the avcragxv^ tln^ .e qunrters of 

the bond issues^ p,^i.^sed^. Since thenj the rate cf passage has 
declined, and in 1^^68-6 9 only A3. 6 perce nt of the bond issues 
were approved by the voters. (See Table 15 in the Statistical 
Appendix.) This change in tlie v/illingness to finance expanded 
education efforts represents a significant pressure for a re- 
evaluation of the educational system. 

No effort is made here to document explicitly tlie reliability 
or thcf reasonableness of the above concerns > hut rather to ask v/liat 
factors account for this unusual strain on vliat seems to have been 
a highly successful effort? 



Sec, for example, Steven K. ISailey, Hi s ruoj: ion in Urban J^uhli. 
?H.;^cond:i ry 'Ochoo 1 *i , fJyracuMt* Untvc?rKXLy Kese.irch Corpcu aL Ion .jnd 
^ ' CTt lirusLcin, Jvevolul io n as 'Ihcalre, !icw York: Livc:rigiiL, l^i71. 

- 
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Any i»va] nat ion of tlic cij)propr.i.'it.e clirccliion foj: chonf^c in I'duccU ion 

0 

must be placed jn Lho context, not only of tho succcsi> of Lhc culi»cation 
industry, but in lUa framework of: a careful analysis of the forces con- 
tributing to tho pressure for change. Tailure to take coj;ni/-ance of 
cither of these considerations can result in ni sguided efforts at pur- 
poseful cliange, Khi]e we cannot treat all the factors involved, it nay 
be possible to highlight and illustrate sok.g of the ivtajor or central 
forces. In particular, an effort is made here to docunent those, forces 
to which the policy projtosals developed later in this report respond. 
Hence, we sec the following as the wost important factors perplexing 
the efficient functioning of the education industry. 



A. The education sector has been technologically nonproi»,rossive, i ub'-^ 

The cost of production of cxwy f;ood or services in tlie economy is (y^^ ^ 
dependent upon the price of the inputs required, the nix of inputs 
used, itnd the air.ount of inputs required for each level of output, 
jrhe process whereby increased output is achieved with the same inputs 
(which economists refer to as productivitv) is the result of techno- 
logical progress. The rate at which technological progress occurs ^)^^ 
is tlierefore an important contributor to growth of any industry or 9^Y^^\ 
for that matter the economy in total. Thus, technoloj'.ica] progress 
lias played a central role in incrt^asing the standard of living because y \ 
it has allowed the society to obtain an increased quantity or quality U 



of goods and services fror.i its lijnited quantities of resources. Edu- ^^^^ . 

cation has contributed to the process of increasing productivity, j^-^ 
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because many of the changes in prodiictivii y have required either 



^idditionaJ. Jcarning directly or the flexibility and adajitabi lity that 



■1 

j*cMJcr:jl oilucaLion Hiujins i:u yMU^rvitc:, Hovcvci*, Llio ccJuocition sector /-.j ^-"f *^ 

itself lias l>i:'on very slow to ackipt to IccIjmIc^^I ndv:inoci, Indocti, the 

basic teaching and learning moilc] jn u.se tcul;2y is at Icael 4,000 yeari.i 

old- , It ii; important to ask, therefore, why the educntiOM sector *^fy^* • 

which has bce.n so important to technolo{?ical innovation in the total - 

econotiiy has bacm so reluctant to turn the same abililv in on itself? V i 1^ 

1. The investi:ient in education research and de.velopmcnt is a/'^^^^.i-^ ' 

inadequate, j-iV-'' r 

One very important factor Jn tliis reluctance has been that the 0^ 

^ I 

education sector allocates sucli a sniall fraction of its resources v^'i"^ r<:^' 

to tlie area of Che research and development of nevj technolot^y , That y^'T* 



is, the process of improving;, productivity throujji teclinologi cal 

improvements requires the use of resources. Human talent as v;ell 

as otlier resources n:ust be taken away from th.e normal production 

process and used to discover nwd iinpl.er.-ent ne\; and better ir.ethcds 

of producing [^oods or services. 

Thus, *the allocation of resources to researcl^ and developnent 

is a necessary ingredient to improved methods of satisfying human 

wants. Several studies have demonstrated that about one lialf of one 

percent of the total United States e>:penditure on Ciducation is allocated 

to rnsearcli and deve] opinent » Many industries in the U. S. economy sp^nd 

12 

5 to 10 times this fraction. 



12 

Cf, lulgar I.. Morpiua- and Charles 0. llynn (I^d.), pc s i ;;n f. nj* Ii d u c /; t i c n 
for tile Future^ i'o- 3> Citation Frci^s, Kew York (i1i6V;> Chapter '>\ 

}A}IlPyj^^.X9}\ j^L^^'^i'', ^'^^ i.f:l'l:^.- .l>iri?ct ives for, r ke Aiiuric.-in ^^/jlL'-> uj_s , 

National Policy Statcmcnit, Ca::i:jiittee for i-cononic Uevc.]op:-iC»ni (July 156?:) 
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Tlic proper incciicivris roquirod lo s tiinulaLi: innovation in education 
lire not provided. 

\Chilo tliore are jUirhaps nuniy rca.sons for tliin faiJure to .invest in 
education researcli and dovclopncui. , r.ovoral deserve mention. The 
incentives which stinu-latc tlie invention and innoviitJon of new technicues 
in private industry arc lar[;ely absent in education. Thus, the CAistence 
of patent ri«;hts in industry, which provider? a "nr o^tcc ted iisarket /* un tiA 
the firm iias_j>o!Tie_opport u nity » to col lect the f u l3^ 5^o -i^^^.>.^f^Xg.L9i;^>;.Q.t;^ 
is not pernuttcd for tlie developnient of ideas. This clearly is one 
vital eJeiuent in dulling tlie incentive for individuals to develop new 
ideas for more efficient education practice. 

Of course, some potentially profitable innovations tiiiyht be 
developed by teacliers and school administrators (even if patent rights 
could not be given) if the reward structure would reinforce this 
behavior. However, the typically rigid salary and teachinj; structure 
in ip.ost school settings prohibits this practice. That is> if teachers 
or administrators wiio vere innovative could be compensated for their 4^ 
efforts by, for example, higher salaries or reduced teaching loads 
(to provide the incentive or time for implementation and development) 
it is quite likely that greater innovation would occur. 

A much broader issue which, whiJe extremely important, has not 
been invcfUigated to* our knowledge, is tlje incentives involved for 
doing education rcsdarcli. Tlie college of education in many univer- 
sities has tlie image of mediocrity. It is very likely that this image, 
whetlicr realistic or not, discourages the entry of more capable and 
innovative nul J viduals . This problem deserves careful study, 
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3, Mnny of tI;o hcMu-rjis of j>rivnLo. ri:,scarch arc lOvSt. because tho 
ik»volopi;icnt in iiu{;locLcd. 

Tlic rapid incrcMSc of private education R&D firms su^;5;osti; 
that sip,nif icnnt potenlia] oxi^;L^^ in the area of education innova- 
tion; hovover, the removal of this aetivity from tiie close proxiuiity 
to tlie "productive process" (the teaching of students) is likely to 
significantly reduce its effectiveness, Kxperience in industry 
su};{;ests that while research can be carried out in the "laboratory" 
setting, dcvclopiiient inur>t take place in the conte>:t of actual pro- 
duction. Hence the value of mucii private education research nay 

he lost because actual production is largely carried out in the 
13 

public sector* Clearly, sonic effort must be made to provide for 

the developnsental aspects of education innovation v:ithin the 

sett ini; of tlie education process. 

The service sector is in general more resistant to tecJ^nical 
innovation. 

This problem is further complicated by the general resistance 
of the "service" sector to technical advance. That is, the most 
difficult functions to "autoniatc" are the ones v/hich use hutnans to 
directly "service" humn needs, Wiile this inay not be undesirable 
from the standpoint of social valuers — that is, we v:ant people to 
socialix-e the young, represent us in court, or prcacli to us on 
Sunday mornings, and hot machines — the result is that these services 
will become relatively more c>T:>ensive and hence more of society's 
resources v;il]. have to be allocated to these activities. This is, 
in part, an explanation of higher costs in the education sector. 



13 

It is interesting to note that one invi.'St;iga!;iori found that 
tcachinj; inaclnn(?s v;hich research had «;iiov/r7 to be "ef f ecrt j ve'' htid 
purchased by government fujULs but were left in ti?e basf.:r!(nt 
^*^^lhe sr!uM>! t:onpli.ii ely u:u!..('(l. X ha Pro.v.rorj:-: M.-;ort:, 'jIk- 



Ti'iat is, r**<^^^'i'^^i dcMnancl combined with a Klov;c»r rate o1' tL^clMUcal 

proj^'.rcss ri*<iui j.c*s thai. )>Tiec'i'; rir^o nv.) r c v n:-) i d ] v {• ! kmi I ho. J}y'^;}j^}'^\ 

which cxpor i rn cf rj; ea!Jl?:,>>Xi^jt;^^^''^ c;^ l...^^xa;;rxi;ilL> I'sing ]960 as a base 

year, prices of all com-iotli lies purciia.sod by consui;iors incr^aseci 

by 2A percent between 1960 and 1970, vbile prices of consu?:er 

services increased by percent in the sanie period.^* Prices* 

of yootls and services purchased by the education sector, seem 

to have increased iv.ore than other public services. For example, 

over th9 1955-1965 decade (vhile school enrollricnt increased 37 

percent) prices increascd^or ^»oods and services purchased by 

schools by A8 percent. This compares v;ith an increase* of 35 

percent (while population served increased by 22 percent) in the 

prices paid by all other public services including health and 

15 

hospitals, public welfare, highways and urban services • 

In sum, the fact that the education sector has been tech- 
nologically nonproju'essive has resulted in the cost of education 
risinji. In addition, when comparisons with other sectors in the 
society are inade> it nay produce the feeling that the saine 
service could be provided more efficiently. The increased 
attention to cost effectiveness studies of the education 
process by business minded individuals is one reflection of this 
concern. The j-rowinji uiiwill in^;ness oi society to Jncreasii c/^pend- 
itiircs on education n^a'y be, in part, stimulated by the (misplaced?) 
comparisons of [growing efficiency in agriculture and manufacturing 
and tlie constant "teciniology*' in education. 



e 



^ ^* Kt:onoinic Repo rt of Iho S^ resi dent , p . 2<XJ , 
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Crcnlos cri m 1^ v^ol )lor;.s . 

KxLonsive rolinncc on t.lie local propcii'ly tax to fjn;incc» elementary 

and secondary education results in a tvo-jiidocl situation which conlri-- 

butes to the restriction of the magnitude and flexibility of resources 

allocated to the educational sector. First, tlie nature' of the learning 

process and output of education are uncertain :3nd intanv^»,ible in the 

minds of the taxpaying coirjiiunity , and secondly, the property tax is 

^ - — — ^ 

quite real and explicit. Furthcrr.ore , the property tax is considered 
by many individuals to be an i neq u i t ab le^t ax All of these factors 
may result in discontent generating resistance to continued expansion 
of the education industry. 

1. The nature of the education product makes financial support 
generally difficult , 

In addition to providing a service which is abstract and 

difficult to quantify, the returns to education corr.e over a Ions 

period of time — a generation — and hence, the "product's" exact 

benefit to the taxpayer is uncertain. Thus, the linkages betv;een 

the tax dollar paid and its "payoff" to the individual and society 

are complex and obscure. As a result, there Ti^ay be a tendency to 

underspend on education, in comparison to other governtnent progra:ns 

where the hcnefits are more concrete and iiiuiiediatc • 

For example, the linkage of bentifits and cost is particularly 

significant for individuals without children and to the elderly 

vho no longer have children in school. The current process of 

financing scliooling requires these people who receive benefits 

very indirecll.y to support hir.her tax rates on their properly for 
O 1 
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C3;pcin(lotl cducaLion effort. t\s a roiUjlL, society i;:u:;t clJpcnd on 
the ciccc)M ancf of ind lvitiuriLs of ^5orinl rospons i bi n ty for fiiuuicing 
public education, Tlic linkaf;,cuj are further obscured by increased 
enrollment and consolidation of 5;cUool d.istrictfi , because tliese 
chan>;cs rejuove individuals even furtiier froiu the process by which 
the tax dollars paid are transferred into educational services. 
That is, as tlie district educates more cliildren and bccoinGs more 
spatially diverse, tlie problem of observing the benefits from taxes 
paid becoiiies more difficult. All of these factors in combination 
presenl' a real obstacle to obtaining and increasing resources for 
education. 

2, Tlie nature of ' the property tax distorts efficiency, creates 
feelings of unfairness, is costly and difficult to adr.iinister 
and results in revcinue rising more slov-ly than educational 
demands . 

Kven if the abstract nature of the education ''product" were 

not. a j^roblcni, the heavy reliance on the property tax has resulted 

in special problems for education. The property tax is, perhaps, 

the most universally critici;ied major tax currently imposed in the 

United States, and as stated by one authority on the problem: 

If any tax could have been eliminated by adverse criticism, 
the genearal property tax should have been eliminated long 
a^;;o. One searches in vain for one of its friends to defend 
it in tellij^ent] y . It is even difficult to fir*d anyone v/ho 
has given it caref\jl study v;ho can subsequently speak of its 
failure In temperate language,,*, No v;riter of reoute vrriting 
on state ai:!d local taxation in the United States has foiled to 
offer his bit of derogatory testiir.ouy . Mo co::.mission appointed 
to investigate any state tax system, v/liich has had time, means, 
and inclination to r^ecure the evi(ionce, Iios failed to rc:Coi::mend 
the abolition of the tax or measures tending tov.'ard fundamental 
wiodif icati on . V.'hcre ])eriaanent administrative tax commissions 
have had time, capacity, and means to Imsy tliemselves v;itn 
what OMglit to be one of their major tasks, the study and" 



comjtrnct j vc c^itlci^;lu of ihc al^iic tnx systcn, l:5iey liavc 
without: oxclm-jL Ion arrived sijuiJar conclusions. Yet Llio 
tax pcrs Istij • , 

Indeed, by every convenLional criterion used to cvaliiale taxes, 
the property tax raust be judj^ed as inferior. 

The standard criteria u;9ed for tax evaluation are (1) Neutrality 
— the extent to whiicli the tax distorts the efficiency of resource 
allocation within tbe economy; (2) Dqui ty - tlie extent to vhicli the 
tax treats people in equivalent circumstances equally; (3) Compliance 
and Administration - the ease and cost of collecting the tax; and 
(4) Klasticity ~ the extent to v/hicli the tax revenue autoriiatically 
grows a'3 the economy expands. 

a. Distorting effects of the property tax 

With respect to neutrality, the property tax distorts the 
price of housing relative to other goods. Because the property 
^ tax costs amount to betv;een 20 and 30 percent of n^cney c>:pend- 
itures for housing by owner occupants of single-faiiiily houses, 
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it restricts increases in the quantity and quality ol housing. 
Furthermore, the property tax can and does effect residential and 
business location decisions vithin and among metropolitan are;^3. 
Finally, the property tax imposes different burdens on different 
industries. The differentials cannot be justified on the basis 
of dif fLa^ential benefits from local services in general or from 
education services in particular. Table IT below, provides an 
exanple of this differential burden for utilities: 



\)ens l\ Jonson, t'^i'oper t y M^^axat the lin i led StrUC'-.i (Universi i 

of Chicago I'ress, l^Hl), Ch.i[), 11. Cited in hick NoL.jr, lxo no::ii cs of 
tlie }*r operty Tn x (The lirool'.injjs Institution, 11)06) , pp, 3--4, 



These criteria and mch of the following, an,j]yr;ii; arc from: John 
V. Due, "AUrrnat j ve Tax f;ourccs for r.duc;H:ion, ** !l(.l9r^}£±iS:^Lil^^J^^^^^ 
FRir^ ■^-ii^^^ri_^'**L '"^ nan c i n;; of I'ducat i on (Mat ional r.ducal. iona J J-'i nance 

t ..... * 1 ( : 7 M \ \ ' . . 1 1 
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TA15LK II. i)ivr)'R^;:;c)-. i;-: PRorr.un* taxi'.s for various utilities 



Industry 


Property 
Kationa]. 


Taxes as Pcrcnnt^is^e of 
J. I) c o r;. Originating in 


EJectric and gas utilitiei^ 






Pjpolinas 




7.8 


Telophono and telo|^roph 




5.8 


Railroads 






Air transportation 




0.04 



Source?: Netznr, p. 26. 
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TIlis lack of lumtraiiLy in Cl)e proi>crLy tnx furlhcr tii.storts 
^ thi*. cfficioiU opC'JMtio;ni of iha economy hocau.sc it distort tl^e 

^ competitive position \>f sone parts of iho industry affected. For 
exnmple, rnilronds are disadvantaged in their coiapoti t ion with notor 
carriers and air carriers becau.se they mist pay a riuch higher per- 
centage of their revenues in property taxes than do the other tv:o 
, . 19 

coa»pC!titors . , ^ 

» 

b. The property tax generates inequity because payniGnts are not 
related to ability to pay, taxes are not assessed unifornly, 
and it is rcf,rossivc. 

The lack of equity of the property* tax is also significant. 
A widely propounded view of taxation is tliat the tax ourden "ought" 
to be based on the individual's or family's ability to pay. In an 
agrarian economy, such as the United States in its early years, 
^ incorac earned c^irje largely from property, making property ov;ned a 
good mea:;ure of income or the ability to pay taxes. In ir.ore 
advanced econor.iics, such as the United States today, the property 

20 

tax is no longer closely correlated with cither incorie or wealth, 
and hence taxes on property will result in people with similar* 
ability to pay being taxed differently. Hence, continued economic 
dcvclopvfiont has made the property tax ]ess and less equitable. 

A second reaiion for the inequity of the property tax is the 
lack of unifornity in assessment practices among and vn'thin districts. 
Hence, the tax burdens of individuals \;ho own equal av.jounts of propCfrty 
vary greatly. Furthermore, people with equal ability to pay in terr.s 



Net?cer, pp. 72-3. 



of lolnl vcalth and/or incui::e, bi:t with ilifftfront loslc^s v:ith rcspuct 

to liousin};, arc subject to very different property tax burdens, 

-A third aspect of tlu? inequity of the proj>erLy tn>: results fro^Ti 

the fact that it is ro^'^^ressivc. Tljat is, ns Incoirc, and hence the 

«ibjliLy to pay increases, the pcrcentajie of income actually paid in 

property taxes declines. This regressivity results because the 

property tax on business cind rental property is largely shifted 

fon.vard in the fomi of higher prices to the ultiriiate consumers of 

21 

bui:incss and liousinj^ sei vices.*" Since the jconsuni])tion of most 

Ac 



goods, including housing., increases less^rTlhan in proportion to in-- 

22 

creases in in cone, the property tax in effect bccciaes regressive. 
l*his latter point that consumption of housing services, as a per- 
centage of income, declines as income increases, also nakes the 

property tax on ovncr-occupicd liousing regressive over nnicli of the 
23 

income range. (Sc--^ Tables 16, 17, and IS in the SLatijfti cal 
Appendix.), . 

An important aspect of the equity probleiijs associated with the 
property tax is that it frccjuentjy pJaces a severe burden on older i^^r 
persons. As stated above, the property tax is not closely related 
to either total income or total wealuh. This is particularly true 
of the elderly v/no own their hoincs. Thes.e individuals often have 
little income and their home represents the major portion of their 

! t 

wealth. Therefore, their property tax burden Jn relation to the 



9 



21 

Kcf-zor, p". 'iO; and Due, p. 298. 

I "^^Kotzer, p. 'lO. 

O 23 
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rool ability to pay tn:':<;s is hij;hly ino(itiital)]c?. As pointed out 

provicMusly , th(^ l>oiiofi,ls of cducatiot^ nro perhaps i.»o^ I indirect and 

nebulous for the elderly. Thus, r.uich of the res i;? tance to increased 

educational effort when financed by increased taxes on property is 

to be expected from older persons. Factors such as tl^esc probably 

give rise to the feelinijs expressed in the statement that "old 

people vote dovjn bond issues." 

c. The adiidnistrative inefficiencies of the property tax 

it is perhaps v/itlj respect to the administrative criteria 

that the property tax r.iost seriously fails. The tax burdon varies 

vastly amon^ areas and indeed within areas due to tlie wide variety 

o^^ssessmeiiL practices and the highly subjective nature of the 

valuation process itself. Assessment technicjues and practices 

could be improved, but the cost of "jrood" adu'lnistration nay be 
2 ^\ 

quite hij;h. Despite the possibility of improved assessment, 

liovocver, many experts clain^ that the tax sin^ply can not equitably 

and officienlly be adnunistered. This is due to the extreme 

heterogeneity of property and the co:nplexity of ov;nership rights 

25 

and claims in a modern econony. Poor administration, tlien , may 
V7ell be an inherent problem of tlie property tax v;hich is f undai?.entally 
incorrecl.-ib] ci. To the extenv. tliat tliese adini n i s t ra ti ve difficulties 



2 ^4 

See l^etzer, pp. lyS-lSS. It miyht be noted here that another 
consumer corapJaint surrouncJing the idmini s t ration of the tax is 
corruption. To the extent that people feel Lhis exists, increased 

for education icill be difficult to obtain. 



ERIC 



Mul/.er, p. 5, 



and i neons 1st tMiclcs cronl.c lio.slil i try , rcsiistance to incrensoR in the 

'tax v'ill further pliijiv\o the cxpani^ion of cducat ionnl effort. 

tl. F^nJiiro of prop'inty Li\>: revenues to rise in proportion to the 
f.rowlh in incoir.o 

The elasticity of the property ta:< is quite difficult to deter- 
wine and is still a ii^atler of some debate* Tlu». elasticity of a tax 
refers to tiic automatic incrcaj;e of tax recc-ipts in ret^ponsc to 
C<inci'al grov.'lh in the economy. It is generally held that a *'«^ood'* 
l;i>: should be responsive to ^jrowtlj over tiKiC and that it be incorne 
elastic* (Technically (\Qfiniid^ the incor.e elasticity of a tax is 
the percentage change in tax receipts divided by the percentage 
change in income with o constant tax rate.) This measure should 
be close to, if not greater than, unity. This viev; Is based on the 
value judgAniint that government expenditures should increase at 
least in proportion to income g,rcwt]i. . This jud(;cment is, of course, 
subject to debate, but automatic increases in revenue may be desir- 
able because continued* tax rate increases may be politically unpopular 
or costly to adrninister. (For tlie income elasticity of education for 
various decades see Table 19 in the Statistical Appendix.) 

Income elasticity is a difficult concept to apply to property 
taxation because, V7hile the market value of ta::able property way 
very wtrll be responsive to income growth, the jjroperty tax base v:ill 
not automat J cally rise: because of tlie pattern of rerissessment . ^ 
Thus, a time lag in tlie responsiveness of revenues is often experienced. 
The probleiu is further complicated by the fact that local governments 
can and do adjust both the legal tax base and noiaina] tax rater. ^ making 



}Jq Due, p. 298 and K'et;:er, pp, I8/4-I90. 



*1 

I 

compulation of incosne elassLicity lar^^cly a ml icr of jud;-^4anl: and 

educated i;ncw«. It is, probably s*ifc to say thnr tho property tnx 

has been secularly responsive in the United Stat or, , but its e>:^ict 

elasticity has varied v:idoly over time and aiT)on<\ various areas. 

Cyclically, llic tax haf3 been very unstable due ]ari»oly to roa.H.sess- 
27 

ment lags. 

Thus, the property tax which is by far the. niajor source of 
tax revenue for local governments and school districts and which 
providt.'f; over half of all public school revenue nmst be rated 
poorly on tlie basis of conventional criteria of tax evaluation. 
(See Tables 20, 21, and 22 in the Statistical Appendix.) Clearly, 
the fact that the property tax, which supports education is per- 
plexed by all of these probler.s^ means that it must be seen as 
one of tlie Major presj;urcs for the existing crisir, in education. 
Mov;cver, Ihct property tax does raise si j;njf leant amounts of 
revenue^ and it is currently the major tax source available to 
local governments and school districts. The tax has been justified 
on the basis that some local government expenditures directly benefit 
property ov/ners, but as already suggested the correlatior* betv/een 
taxes and benefits is far from perfect. Furthermore, this 
"benefit" explanation ij»nores the principle of taxation on the 
basis of ability. 

Increased discontent witli the educational system and v;ith 
jncrea:»ed j>roporty taxes preL;tints a real dilenuna for eleiuentary 



V.'. R. Dixon, Jho f>SiS^^il^r J^m\ Cyc: ] J ral 1 iK:o:::cr I^Vl:- ^ ^ 
^ >*rc);;i rty Tax ^asc. linpublished dissertation, University of 



- 32 - 



nnd secondary schoolinf,. On the tax side of this prohlem, ve r.ust 

concur with Due that: . 

liy ^^enerally nccVptod standnrd;; of taxntion, additional 
funds for llu' fiiKnu-inj; of education cannot, on any si};ni- 
fjr;)nl scale, be found in lUct local property ta::, or in 
expansions of local non-proporty ta.\eSj'biit from expanded 
state use of sales and inco:v,o taxes* pJiis reliance on 
Federal ir.come or Federal grants, 

Not only can the local property tax not be relied upon for additional 
resources, it should riot be so expanded. Clearly, alternative tax 
Sources must be established if education is to continue its success- 
ful contribution to growth and human developnient, 

C. The Decisi oninf^ Process Do e s Kot Allocate Kesources in Accordance 
with Hduc at ional Needs > 
In the United States there is' widespread acceptance, of the 
proposition that resources will be optir.ially allocated by the auto- 
matic functioning of a free n:arket if^ (a) purchasers are knov;ledge- 

29 

c'ole; (b) there are no sijjnificant externalities;' (c) markets are 
cop)petitivo; and (d) inco:ne is fairly distributed. Fevj v;ould arf:ue 
that all of these assumptions are valid for the "educational industry; 



^^Due, p. 325. 
29 

An externa] ily exists where decisions made by one entity effect 
the wc!lfare of another, and where this influence is not reflected in 
prices. As an exciitiple of an "insij^ni f icant externality^'* consider 
that iwy faraily's v/crlfare nay be affected if 3;iy nciidibor drinks con- 
taminiited watc^r from a ditch, but I a?r, not v;orried aljout tb.is, j.aven 
his incor.ici level and the low price of pure water. As an trxair.ple of 
a "sij;,nif icant exLernali ty consider tliat r^y nei^^hbor's rabid du^; 
mi{jht bite i!\y children; <;).ven the price of a rabies vaccination, I 
fear liiat there may be sor:ie divergence beiv;een. !;is nrefercnccn; and 
mine rind favor a law niakii:?; such vaccinations co::.pul sory , (Cf. 
James iiuchnuan and William C. Stubblebine, *'Kxterr.a] ity , " rconor.ica > 
^^nveii.!)er 1902). The ter::i j 1 1 over is ofl:en used to refer to 
j^l^^torual J Lies aiiiuii); coin.'MUii i t i . 



tuMicc, there* ij; j^MHn al iiucrpt ance of j;ovc*rni!!cnL iuLt'rvent. ioi) , 1)ut 
considarnblo. dobate over tlic question of what sort of governnrent 
i.nte.rvc»ntion is appropriate. 

1. The dntimr.ui of crnl r^ilix.ation versus dcconl ral iznt ion 

It is convenient to view the debate rcfjarding the nature of 
government intervention in terms of tvo polar positions. The 
analysis of these po3ar positions provides a framework through 
wliich to interpret soMtC. of the important developnients which are, 
in part, responsible for the crisis. On one cxtrenie is the 
"deceatralis t*' view, which holds that: 

(a) Conraimers of education (parents on behalf of their 

children) are competent to Tuake judj^c^inents about education (at 

If 

.least in tenr»s of choosing a [^ood school, if not in the details). 

(h) Sip,nificant externalities are associated with the 
magnitude of schooling but not v;ith particular directions of 
education. ^Z-.c., there is a significant dan^^cr that a pocr 
family would not provide sufficierit education for its children, 
but if tlie financial hardship is removed, there is little danger 
Mjat. the family u'i]l ciiooso educational programs which are not 
in haiT.iony vjith tl-.e social interest — e.g., safecracking.) 

(c) Com])et ilion in the schooling industry is ccono;3:ically 
feasible but proclude'd under the present arrangeiuenv v>;hich confers 
nonopoly status on public schools; this status insulates the public 
schools froiu control by tlieir clientele. 

(d) Inequality of incoir.e distribution aniong far:ijles and 
coiumunitics is a wajor factor contributing to inequality of 

^^^^Q\\n:i\l}on:i} opportunity in tlie United States, 



This *Mfccntr/jl ** viciw JcmiI:-; lo^^ically lo proj.u):;;^] which 



allow for gi-catcr e>:pr;c's:;ion of i ndi vuiual nrcf erencos. Fox- 

cxnniple, Lhc voucher •systcir. in education ir; one r.^njor proposal for 

30 

moving; iha systcMn in l.hii^ direction. VJith sli{;ht n^.odi f ications 



dc'.cisioning unit), it is compatible vith an educational r.ysteni 
composed of small, autonomous school districts supported by state 
or federal funds in a r.:anner which eliminates financial inequities 
but avoids imposing state or federal controls. 

At the other extreme is the ''centralist" view v/hich holds 

that: 

(a) Children are not capable of making; V7ise decisions about 
their education, and neither are most of their parents. Even 
ejected officials may not be competent to make such decisions. 

(b) Significant externalities exist among families and 
comnjuni ties they are associated with the nature of educational 
programs as well as with the overall magnitude. (E.g., there is 
significant risk that students migrating from one coirjnunity to 
another will bo ill-adapted to the latter because of deficiencies 
in the"'trducat ional programs of the former; the deficiencies are 
not duo solely to financial problems but arise in part from goal- 
divergence — e,g,, a rural co:mnunity provides rural ]y-orionted 
education which is not in harmony v;iih urban needs.) 

30 

•Judilh Ari.'(.'r>,. , , Chr i s toplior Jencks, et al. , Edtjca t ijoii^_VotJcher'> , 
rrc»l i.r.iinary lU^purL of th^^ CiuUer of Sttuly of TubJic i\:irrii j'-7-.' 

(KD O'i0263) . Tlicir propo.saI provides for controls aj».aiiist *;o;;rc-;:at iori 
and requi r'os par I J ci p.ii i nj; schoolf; to iiioet :iunir.,al s trite requi i cr..-nt ff. . 

is possil)le to iir.nj^i iici a vouch.er system with more exten.'iive controlii, 
) J(^" thvfio u'ould defeat its main purpo:ie. 



(to eiuphasi;cc 



the conmuinity rather 'than the family as the best 




(c) A monop<i].i 5;t i r syst on of eleriVnUary oncl secondary scboolii 
is ck'.siriibJo l)L:cnuso il jnn'Mits economics of scale, ovc»rcoi::es tljc 
problem of coi'iiiur.Kn* i.^iun'ance in education, intci"na3.i :^-es e>:tcrnali- 
Li.cs, and facili tales control of the sysLeni by professionals. 

(d) Tlie problem of incrqnality c:in be resolved by consolidating 
poor sc)iool districts vv'i. tlv rich school districts. 

The Jogic of the centralist viev; points to the desirability of 
a sjnj;lc, nation-^wide sc'nool system^ because the externalities (r.igra- 
tion^ etc.) do not stop at state lines. Most advocates of contralisn 
do not press tlioir argunjciUs tliis far, and even the statc-v;ide district 
has come into existence only in Hawaii • llov>;evcr, the influence of the 
ccntx'alist view is manifest in the myriad state laws vhich restrict 
the autonomy of local districts in the consoli Jation rovericnt. , and 
in l\u: organizational structure of large city school Gyster::s. 

The lo<;ic of the centralist view would be coinpel lin^; excer/t for 
the fact tb.at the nature of the product tr.akes it undesirable to rely 
on bureaucratic riethods of control in tlie schooling industry. ' It 
would be relatively easy to nationalise the steel industry because 
it would be relatively easy for a national aj;c*ncy to r^pecify tlie 
j;oals, eommuni cate l!u:se to th(? plnnts^ and measure the ])er farMance 
of tlie j)lants. Tliis ir- not so in education, and the recent efforts 
to alter this provide' no evidence that this obstacle v;i]l be over- 
come in the forciseeablc future. It may be po5:sible to state edu- 
cationa] goals and to measure educational perf orr.:ince , but not in 
a manniir v/liirh pomlts such information to travel dov;n and up numerous 
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levels of h i iTiJi c:!iY» It; is our conviclion lliaL public conLroI over 

education cnnnoL bo cf^ecl ivo uiilest; il inposed ol n level reason- 

» 

ab.Vy close to the cl.-isn room, ;ir.d in tins sense v,'e CM;r(?c vi tli tlje 

propDiients of the vouclu^r sy.ster.i: "UV do not beljevo thiit it is 

possible to mcn.siire the most important cflecti; of schoolinj.;, and 

WG do not believe it is dosirai^le ta rcvMrd schools for producing 

relatively unimportant results.''' 

Given that there is substantial validity in both the centralist 

33 

iuul {'he dccentrnlls t positions, " the .ibovo analysis explains vjhy 
the c>:t sting or{;f.niizntional structure of education is sucfi a bodge- 
podoo of professional, local > and state control. That is, tV.e 
current system has emerged out of .the conflicting push and pull of 
tho desire, on the ottc- tiand, for a system snail enouf*,}) so that 
consumers could reflect their individual prefc:rence for education 
(and thus be willing to support it by voting higher tax r^ites on 
their property) to, on, the other hand> the push by school adininis- 
trators and professional educators to increase t;;e sixe of the 
school system to capture cconojiiies of scale and create a professional 
ostablishiuent that v/ould protect the system froin the v;hiins of tljo 
public. 



""'v/esley J. Yordon, *Wn Econoirjist' s Analysis of Aacountabil ity 
• in luhication: The National Asscssr.ent, the Colorado As^-:^ ssinr-nt , and 
the CiiloraJo J*Jan for Conli*act Acrredi lat Jon, " ^i*"-^'''-*-»"^''Lj^i:'r^;I^*^i^ i :\ 
ji^'il^^jfl^Avii^'iJ 'V^Jl! ill ^ ■•' '. j--^* ^ ^ > Vol. II, No. 7 (L'niverf:iLy of Colorado, 

>Tay Tyyi). 
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Arcen. . . . Jenclcs, et al.j p. ^7. ' 

33 

In support of tlu? vie\; that e>:terna 1 i t i ns and S|ji1 lovers arc 
sl>^n i f lean t , see Ihirton U'risbrod, jA-lL^iLPjXLJ^VjJ f 1^^ ^^''h^ L!\ 
Mduca M on (Princeton, Prin.'reton Cn ivfjrfi i. t y iM.lss^ \'jh/{)^ ror an 
Q lysis of th»t cMttnt re.i%'hi(*h ihcfjc would <! ir;aj)poa.r if all. nchool 
^|^(]]. r irif: Wi'vo afliMjn.itfi V fin:in<c:d, f^M.' I. any 1). Sin:'.i«l) and U'*'!>)oy 
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2, Tlu! (MJrrenf crisis: Llie (lc?vulopi:ic;n'L of ltj.r[?,e InircfHicrari cs and 
the iTcicLion 

In tlic decade of the 1960'g, <idvocatc55 of centralism were quite 
persuasive. Hence , tliere vere significant: efforts at connoli dation , 
• and the number of school districts- decreased from approximately 
/|0,C)00 ir, 1960 to approx j.innlely 18,000 in 1970. However, a manifest- 
ation of tlie current crisis is the sliarp shift in attitudes Vv^hich 
occurred in the 1960 's. Centralization, along with increasing nunbers 
of students, resulted in scliool districts becoming very large "mono- 
polistic'* burt^ucracies , Increasing; numbers of teachers arc now 
rejecting the concept tlirt educational administrators are effective 
spokeF;i'>en for professional educators. Tlius, niembersliip in teacher 
unions (in both absolute and percentage ter::is) have increased 
remarkably.'^* It is significant to note licre tliat orgnniJ'.od teacher 
groups not only atterapt to bargain in salaries but matters of school 
administration and curriculum control. 

Althougli bureauctatization was favored by teachers until recently, 
it nov/ may be seen as one uf the forces cor/uribu ting to t'ne growing 
sixe and miJ itancy of teacher organisations. Two significant factors 
in tlic current crisis arise out of tliesc developments, i^irst, tlie 
nature of tlie bargaining procefjs in the public sector has prodyccd 
difficult coiiij^licationf; because it is mucli more tempting to see the 
"public purse" as unlimited, Tliis plienomena may be one part of the 
explanation of the cost of education increasing faster in the recent 
period than progress in tlic private sector. Secondly, teachers havo 



34 

l-rom l9!i.J to 1969, nat iona] membership in tlie liilA doubled to 
"Qf^'l ov<.»r one million members, v'IjIJc iijc?»;iliershlp in lijo AKT tri[)led 
gp^^(];ViM-n VHil and 10(^0 t.o ;i mi iiilxM sh i p of owr rin,(lO(;. Jvhj/jnjon 



l>ari;;iiiKul fur district widci .snlary i-icalcii haiU'd only on cxpcn'icMK'c 

and ci\odunt;t^ credit (or t^o'.Tie siiuilar arrnn{.;c»r.^(?n(: ) • Tin's has creatred 

particularly difficult allocation pvoblon^s for education. (The 

particular dlf ficul tier, created by this developuient arc treated in 

a followinf; proposal.) It iniyht he noted here that tliif^ 1^,-. tended 

to: (1) increase the cost of education significantly because wininun 

salaries r.nist be set at a level hiyh enough to attract the scarcest 

resource; (2) dampen incentives for superior performance of teaciiers; 

and (3) further disadvantage the ])oor5 because fixed and uniform 

salary scales niako it more difficult for schools serving poverty 

youth to attract good teachers • 

Increasing numbers of parents (and even children) are dem^^nding 

greater participation in educational decision-iriaking. It is not 

clear to whni: extent tliere is a genuine conflict between classroon 

teachers on the one liand and parents and children on tlie other, but 

it is clear that many people believe that the trouble with public 

education is that it is '"efficient" only with respect to the goals 

35 

of ^'educationists.*' 

Of course^ the basic vcliic]c created to regulate and brinyj 
togetlier tlie public preferences in education and the "profession-ri]'* 
interest of the teachers and school adniinii;trators in the elected 
school bo;;rti (or the a])]joinred sch.ool board by an elected offici^il). 
Tuere is, liovever, perf:uasive evidence that those v;ho have been 



35 

Some of the criticisms are directed at adini.ni st rators rather 
tVian teachers, otiiers at l.^oth. Our nnalysi: ij; c:o::.[>cii ih] v;ith 
either interpretation of the v^jord *V'dvK:at ioni j.u: but not v/lth the 
-^-^^^jpo5;i tioj'i tliat educaLionaJ efficiency could bo in.proved by j;iviay 
tryLt decision-iinkinj; ).(>vn?r to te.'ichers' orf^/mi I'.ations. 



5jtvlcct.CHl iiri rci)r(Jsent,TLivos of the public intorcist are not able 

ctfecLivc!]y to }.;overn jnililic school ^systems. 

An t-Klvocate of crntr«nlisin (and prof cssionaiism) arj;,uecl in 1960 

lh«il' *\lc)cal oonLrol of C'ducatJon !)y layinctn should be limited to 

peripheral and ccroitionial function?;. It voulJ rot be r.:uch of an 

exaggeration to say that his goal had already been achieved in Nev 

37 

York CJty Public School?;* Joseph Pois (an enunently qualified 
observer) similarly describes the Chicago Board of Education as 
"more a facade for citizen (guidance of the schools than an active 

r 

and creative force in the administration of this vital public 
38 

function.'* (Ppis' description makes it clear that size is not 

the only factor thi^\ inhibits board participation in important 

39 

policy dcr.isJon, and Worinan Kerr describes siiiiilar problents in 
^wo rather small school districts.) 

Gittoll and Hollander conclude their study of six urban school 
districts with the observation that ".••public education. . .has over 
the years become perhaps tl^e most nonpublic of f^overnnental services. 
Public school systems have removed decision-making from the agents 
closest to tlie school child... the school prof essioha.Ls liave con- 
vinced the various public interests that only they are qualified to 
inaKo policy. There is reason to believe that such a system is 



**^My L'on Jo' ebo i inan , X'ji'-JiiL^.VL^J?- JL^^!1!l''^]J ^LJ .f]jL^liiLL9Jl ^ ^^L-*^ t ' he 
Univin:i;ity of Chicago Press, 1960)^ p. 1(>:^. 
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David Rogers, 110 ].ivinr>ston 5]treet (Ncv.» York; Pxandoja House, 
•1968), Chs. 8 & 9. " ' 

38 

JoMoph Po5.s, J^!;Jif^f>l ^i^oard Cr i s is (('h)caj;o: Kduca t ionrtl 

Rcthods, Inc., 196V), pp, 7]'l-7iY.' 

O 39 

rni/^" Koniiaii Ivorr, *'Tlu^ Sihool litjar<I As aw A;;iMi':y of Lcj', i I i iiiat tor* 



inluMcuLly unr^'sjioii.^; ivo to shifts in pubJic iIor.uKuKs rcsulLiiif; Crotn 
chan[»t»s in t:astcs, npctls, and vnluci. of indiviiiiinls vithin society. 
Furtliorn^orc, this syslen niay nurture an apparent tcmlency for pro- 
fessional educators to c>:po\!nd the necessity for "ruorc of the same*'; 
as opposed to their ser.rchln); for methods of reallocating resources 
in tin attempt to increase education efficiency. These observations 
are supported by the lack of technological innovation and the, at 
least superficially, shockingly constant r»iix of resource inputs 
over tlie last 50 years* (See Table 25 in the Statistical Appendix,) 
This constancy of input mix over a period of tiir.e in which the 
demands on education, our technical knovjledge, and the aggregate 
level of resources devoted to ed\ication have changed significantly 
appears, a prio ri , to be the result of an inflexible, unresponding 
c^dueation sector. (See the proposals on Public Control Over 
Resource Allocation and Voting.) 

3, Directions for change in school administrations 

Given these circumstances, it is eaijy to understand v;hy 
proposals for a voucher system as an alternative are likely to 
find a roceptivf! audience, and we do not believe tljat all of the 
arguments aga'ni^l a free n^arket for schooling can be lightly dis- 
missed. The stcMidard A.Tierican model of school governTuent appears 
to he very reasonable in tlie abstract, and v;e suspect that if ve 
now had no experience v;ith anything except a voucher system, the 
standard nodtO would seeu to be an attracilvi! alternative. It is 
equally clear that some reforms of existing education govermuent 
and basis of taxation are necessary, Knr thoriijore, the chajjgos 
li]C niove in a dirt^ction that v;ould b) iug .il)Out a !iuhi»tantial 




incrcaHC in public control ovor resource allocntiion in education. 
Given tlie nf?l>uIous cri^tcria foi efficiency in education, such a 
chnn[;o would bo an increase in orficicncy* 

The increasing importance of m^^ration and spillover effects 
will require an expanded base for financing education. V'e believe 
the natioiial character of these movements will require a wore ex- 
panded federal role in education (in our view, of the finance, but 
not necessarily the control). In addition, some structural chanp^es 
in the process of resource allocation at the local level will be 
important to purposive change. Several proposals on this appear 
in a ]ai:er part of this report (Alternative Voting Systein to be 
Tested and l^valuated) and (Fedcra]. Income Tax Deduction for Federal 
Regii^try Scliools;) . Further, proposals for reshapin}; t'ne form and 
function of public representation are also developed. (See 
Proposals to Isriprove Public Control Over Resource Allocation in 
Education.) 

D. T)^e "Product" of Kducation is Takjng on Nev; Meanin ^;s in the 
Af f ] uonL S ociety . 

l/liile it is beyond the scope of this report to treat in any 
systciratic fashion the chan?;iu£; function of education in the modern 
society, it i:uist be j;iVen some consideration. This is so, not only 
l)i?Ctiusc Lhii system's wi. J 1 inj^;ness and ability to sejve this function 
has and will continue to effect society's willinf^ncss to finance 
education, but wiJl also be crucial in the determination of the 
direction for change. 



1. Kntpli.isis on Iho qihility of education Iku; incx-cnsLil si}7,nif icant ly . 

ll luij^bi bo nr^'.ucil that ibc education system is currently' in the 
)nidst ot a third major revolution. The fij-st v;aH tho qu/nility revolution 
in v:hich an attempt wajj Made to increase the numbar (and pcrcon tat^e) of 
students educated as uoll as the years ol schooling provided to each 
child. The data presented in the first part of this report Hujjgcsts 
that this revolution bar, been highly successful. The second rcvolutio:i, 
the heoinninp, of which night be dated with the Suprei^^e Court decision 
of 1954 regarding school desegregation (Brown et al, V. Board of Educa-* 

r 

tion of Topeka et al., 347US483), v;as tlie equality revolution. Ivhile 
some progress has clearly been made in this direction, significant 
inequality of education opportunity still exists. (See Statistical 
Appendix, Tables 23 and 24.) The third revolution which is just nov: 
getting undenv'ay T.ight be called the "quality" revolution. 

Hence, whiJe society was content with the efforts to "educate** 
large numbers of the school age population, now that the overwhelm- 
ing majority aro in school, attention has turned to the quality of 
education being provided. Tliese revolutions; are, of course, not 
unrelated. In some sense, the equality and quality revolutions 
iiiay have directly and indirectly emerged out of the quantity revolu- 
tion. The fiict that the majority of the parents now sending their 
childrt'n to public schools are higli school graduates fand a large 
percentage have some college training), has unquestionably led 
to more sophisticated "demands" being placed on the education syjiten-i. 
One could ^irgue, although with much less certainty, that increased 
education has also increased the "demand" for equality. 
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2. Tlio dcvcJopiijrnL of a "youth c\i3iuro" i;;ay i»ffoct the ava il.ibj li ty 
of financial resources to oclucalion. 

In addition, r,oinc people have hypolhesii^cd tiie dcvolo])r.onl: of a 
"yoDlh culture" as an indirect reiujlt of the qu:m.rity revolution. 
Some arj;ue that the majority of the youth population attendin;^ school 
lias resulted, for the first time in Inu^uin history, in children ^rowinj 
up mainly with other children rather than v?ith a ir.ore intej^rated a«;e 
mix of the population. VJhether this change in the sociali^:ation 
process did, or did not pencrato a ncv: form of youth T::overent can 
be debated. It does seem clear, however, that some people view tlie 
now "life style" of the youth as a partial product of the schools. 
To the extent that this association betv:een the education system and 
the i^eneration j;;ap is made, it will act to reduce the villinsiiess of 
the public to financially support education. Thus, v;hether or not a 
youth eul t\ire i.s, in fact, developing;; or v/ould be? desirable; or 
should be associated v;ith education, is not relevant. The relevant 
question is whether or not society has made this association. This 
association of the youth culture With the education system s.eems 
to be having some effect on the willin^;ness of society to support 
hii;l)er education, if not K throu[;h 12. 

3. Tlie expandc'd time available for leisure will require ii.;portant 
adjustments in education. 

There appears to be other life style chan;»es v;hich- are affeclin^^, 
the function of the education system in f undaincntal v;ays. With 
improvements in the standard of living (v;in.ch in part have come 
from increased education) the consumption aspects of education are 
becoming incrc^asingly important. In short, the schools are beinf; 
^^'^veasinj^Jy cal led upon lo educate st.udent*i not only to bc! |)ro- 




ive in ihe.Jr work, hut to u^ili/.e their leisure creatively. 
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Sinct* this issue is bt!inj; da;ilt vitli in detail in another part of 
this lnr{jar study (tiui Jkrlcclcy group), we will only observe tli'at 
these factors may be 'affecting the willingness to increase resources 
to education. 

On tlie other liand, it mipjit be notcid that to the extent that 
the education system does respond to the demand of education for 
leisure, businessmen nay be increasingly reluctant to be taxed to 
support education. In addition, parents who have the 'V;ork ethic" 
as a vital eleir.ont in their value structure may also resont, at 
least initially, resources being allocated for these purposes. 
Those people who find tiiis change in education ^ goals desirable, 
should nevertheless be aware that extensions in the practice of 
educating students for creative leisure may increase the difficulty 
of additional financial inputs. 
4. Tne problem of education and social values 

Another factor which cannot be treated in depth but has 
become an important factor in obtaining and using resources in 
education is the growing rcjsistance to using education as a 
"social melting pot." V/ln.le tliis may be fundamentally a social 
class problem, tlie issue currently focuses on the problem of tlie 
integration of the white middle class and ethnic and racial minor- 

• • • n 

ities. To the extent that minority groups see education as "school- 
ing" in middle-class values, their resi5:tancc to extending resources 
to {.\u\ education ycctor v/ill certainly stiffen. On the other l;ond, 
there is a clear resentment, on the part of a large segirxMit of 
thofje already holding middle class values, to at temple to bring 
Q i ethnic and racial minorities into their );^^^JP' ^ educ.jtion 



system is to be given major responsibility for. the social ir.eltins 
pot function, it sbould bo rocognixed that serving tb.is function 
way well result in reduced public support. 
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It mny be uru^ful 'at Ihv. juncture to try to suninari::e ,so::ie of 
tijc rcajor obc^orvations ijndc above. V'e bnve triod to docur.cnt that: 

(1) The education iudur.lry lias had iminonse success on nliuost 
any o* j ceri.a society would deem important, and if those achic-ven-ents 
are lost sight of, nunievous myths regarding the ''failure*' of the 
schools will lead to nds{;uided efforts at ])urposive change, 

(2) There is» however, a very serious "crisis" .n the educa- 
tion . industry v;hic)i will require in soiv.e cases on].y minor "turninj^" 
but in other cases, fundamental alterations in the structure of 
educational administration and finance. 

(3) Uliile the factors perpetuating the crisis are too cor.plex 
^ and intenooven within the total fabric of American society to be 

trcatod adequately in a report of this type, we have ar^^ued that 
some of the directions for restructuring the systera must certainly 
consider the following,: 

(a) The current allocation of resources in education contri- 
butes to the rapid increase in cost by underspending; in 
education research and devulopmc-nt • V/lulc the }!;ap has 
partially been filled by private research, the develop- 
mental aspects have been largely overlooI;td. The net 
result has bpen that education has been technologically 
less progressive than otlier sectors in the econo::i7. 

(b) The current system, by relyin;; heavily on local properly 
ta/.es as tlie major basis for revenue to support education, 

^ results in underJ jivestiicnt in eduv.ation and ir.ar.es the task 

Q of achieving, or even approximating, equality of education 
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taxes results in a cont inunlly widening yap bc»tvi.;on ouuca- 
tion, cleniands and r,he revenue: base for financing thesa 
deniancl.s. The incronr>in<; niobilily of the United States 
population njakes the system of local financing; of educa- 
tion less and less viable, and financing; any individual's 
education on tlte bar>is of the taxable property of his 
neighborhood is becoming less morally acceptable. 

(c) The development of large "monopolistic" bureaucracies in 
the education ir.dustry and the existence of large militant 
teacher unions have increased the likelihood that resources 
made available to education iT^ay be misallocated — that is, 
not spent in a way v;hich will efficiently provide for 
individunl and social demands. In particular, this structure 
distorts the flow of information regarding the true ])rcfer-- 
ences of students, parents, teachers and school administrators. 
'In addition, it distorts incentives to efficiently use scarce 
resources in the production of the education product. 

(d) Increases in the standard of living, changes in social values 
and increased resistance to using education as a vehicle for 
"socialization" into the white middle class have becpr.e, if 
not' new, s't'rbnger pressures for reshaping the allocation of 
cduca t ion ' resources . 

(A) Some important aspects of thi.; crisis have been jK-nerated by 
the immense success of the education industry and failure to appreci- 
ate this, increases the danger of misguided change. In particular, it 
O be kept in mind that: 

ERIC 
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(y) TIk! inton,*;o clop.;:nuls for ii::provomcnts in 11k» qiKility of 
nducntLon ;irir;c naLurnJly fro!n nore hij-.hly educated 
parents. Thus, the cducaLion industry must be re^5truc- 
tured to nllov: ^^^roater seni>iv;ivity to these ruore 
sophisticated preferences* 

(b) The higher st.andard of living made possible by expanded 
education and training requires that education increas- 
ingly provide for a higher quality of life with respect 
to leisure and human development. 

(c) The success of efforts to capture economies of scale 
througli consol idaLion of school districts may have 
resulted, in soine cases, in the creation of large 
bureaucracies that make it difficult for an efficient 
information system to function. 



)Mu*i7vCi: TO Tin: 1MUJI»0SA1.S 



The follovinjj set of proposalt^ arc dcsij^nrd to ouilim? prograr.s 
for c>:pcrii;ientaLi on, , These proposed r*:^:pcrinc)Us v.-ere generated 
larijcly out of our analysis of Ibc crijris in education, and thus rmst 
be vtivicwcil in (his context. Wc triod in our reviews of iha litera- 
ture on the problem of resource allocation in education to pinpoint 
areas in which change seemed warranted and necessary. Although our 
central concern was the problcnis associated with obtaining *^nd using 
rosourcos in education, so;ne of the proposals overlap with oLlier 
considerations. In addition, no effort is made to develop an inle- 
{jrated strategy for action. VJliile this is clearly irr.portan r , it 
seemed most reasonable to construct an integrated strategy for 
action in the context of the larger study. 

VJhilo our review of tlio crisis in education sugi^ested a number 

of po^^siblc experimental programs, the tine constraint involved 

forced us to concentrate on a small nun;ber of possibilities. Hen? e, 

we chose to concentrate on the following five areas: 

1, Income Tax Deductions As an Tncc^.ntive Systeni for !'5ore 
Equal Educational Opportunity 

II. A Proposed Kxperiraont in Voting Method;-: Designed to 
Improve the Level and Co::;posi t ion of Ilesources in 
Education 

III. Proposals to. Irr^provc Public Control Over Resource 
Allocation i-n Education 

IV, Collection, Evaluation and Dispersion of Kducation 
l]ifon:)at ion 

V. A Proposed Program for Ful.l-'Coi^ting of Higher l-ducation 
In addition, several other proposals which arc not devolopod in 
detail, but muiit he considered as possible pro -^rartr:: or rer.oarc'n 
J(]]si;ibilitic:> arc presented. 



Althouj^h till' |>roj>os:i3s prrr.onted may ho. trcaLoiJ as a luli^pondcnt 
c>;po.vi.nout.s~- indiHul , vv» irscil lo structure them in that vav — in ir.any 
ways they rcprcscMit int Of.ratcd approni h t o xdujt wo soo ns tire 
funcUir.Jonta] crisis. Th;jt is, I'loy all involve efforts to: 

(1) increase the i nf orrnnl ion available to tliose responsible 
for resource allocation decisions. 

(2) movt* tlie control of the .systeii) closer to tlic }ocal level. 

(3) increase the efficiency of resource use or tlic aii:ount of 
resources avai^lablc to education. 

(^0 Kxpand tlie contribution of the federal sector to tlie 

education effort. 

In addition > severa]. of the proposals (I and V) are aimed at moving 

the system closer to achieving equal education opportunity. 
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Abstract 

Because of uaiforra pay schedules within a given district, 
"poverty" schools v/ithin the district are not able to compete on 
an;equal basis with "niiddle class" schools for quality teacher 
inputs. Ve propose a Federal income tax deduction to superior 
teachers who are employed in Federr.2 Registry schools. K.I.E. 
is asked to fund an experimental program implementing the above 
proposal. Duriiig this experiir.ental program, wc recommend the 
evaluation of alternative incentive schemes V7hich vould include 
sabbaticals and reduced teaching iDads. Such an evaluation 
^ should ir.easure the effectiveness of equal dollar expenditure 
on each of these three incentive schemes. 
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The cstnl)3.ii;h;:;cal of di,5;Lric:C vicio nnDary schedulon based on 
teacher cxpcrionco and ofiucaLlon iilonc lias pvcnluccd a par Li culax'ly 
difficult set of allocali(Mi probleir.s in the education sector. First 
it tends to exert sicnificant: prcdr^siirc on overall teacher ?^alary 
cost. Tliis occurs because mininuiin salaries under this systeia must 
be set at a level necessary to attract the scarcest resource. That 
is, if Math teachers, for exar.ple, are in very scarce supply, narket 
forces would- tend to result in increased wage rates for this special 
izat'ion. However, if only one salary schedule e:-;ists, English 
teachers who way "have been in surplus irjust also receive the sane 
increase. 

It might be noted here that a very significant part of the 
increase in expenditure on education in the recent past is due to 
increases in the i;alaries of teachers. For example, between 1965 
and 1970, rougii].y 70 percent of the increase in expenditure per 
student in ADA can be attributed to teaclier salary increases alone I 
While there are many forces which have produced this result, it is 
likely that soir.e of these expenditures v;ould not have been required, 
or for the current expenditure, more educational services could have 
been provided if salary inducej?»ents could have been offered to the 
most needed resources. In addition, this salary structure ray 
also dainpen incentives for teachex' performance souievynat-'-i. e, , if 
no distinction is nade betv:een the ver^' effective teacher and the 
incompetent one who has equal experiei^ice; this could modify the 
v/lllingness of tlie £;ood teacher Lo ma!:e additional effort. 

In addition to the distortions in the allocative ncrcinanisns 
described above, thi.s practice of a unifonn salary scVjedulc !:!ay 



alyo furtlicr di£jc->dvt-3ntaf,e stucK'nts fron poverty arca.s. Since these 
schools lend to be ]css desirable envi ronr.eirti; in wliich .to tcacli, 
(i.e., they have inadequate supplies, more students with learning 
problems, etc., etc.) and since salaries are identical, there is 
some tendency for tlie more experienced (and perhaps n:ore able) 
resources to migrate out. It is to this latter probleiu that our 
, proposal addresses it&e.lf. 

We propose that greater equal.Lty of educational opportunity 
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v/ould be promoted if the Federal government would allow sose portion 
of the income earned in Federal Registry schools to be deductible 
for income tax purposes. For example, after subtracting all 
regular oieinptions and deductions from a married or single teacher's 
incoR-ie, an additional $3,000 could be subtracted before coinputing 
the tax payment. If after subtracting these v;oriual deductions and 
exemptions, an individual with a taxable incon^e of $8,000 will 
normally pay $1,380 in federal income taxes if married and $1,630 
in federal income taxes if single. If allowed a $5,000 additional 
deduction, the individual V7ill have a taxable income of only $3,000 
vhich would result in a married filer's tax of $450 and a single 
person's tax of $500. Thus w^ith such a scheme the married teacher 
would receive $930 in additional inco:ae and the single teacher 
would receive $1,130 in additional income. The accompanying tax 
rate schedules can be used to compute liov; various levels of 
"teacher deductions" would result in dimlnislied tax payments. 

Sue)) a proposal is suggested as a way of circumventing the 
resistance experienced in* the past to ^'combat pay" schemes. Under 
Q-'uch an income tax method, teachers vjithiii a given district v;ould 



If after diJucL inj'. all norr.ini 
c>:ei,;pLionr. and cietliicli osi;; , tlic 
single person's incoive iu : 



AT Ll-AST 
$2,000 
A, 000 
6,000 
' B.OOO 
10,000 
12,000 



BUT NOT 0V1:R 
$4,000 
6,000 
8,000 
10,000 
12,000 
14,000 



TllK SINGLE PErvSOX PAYS 
$310 + 19% of excess over $2,000 
$690 + 22% ' 



$1,130 + .25v!: ' 

$1,630 + 28% ' 

$2,190 + 32% ' 

$2,830 + 36% ' 



" $A,000 
" $6,000 
$8,000 
" $10,000 
" $12,000 



>IARRIJi:D PERSONS FILING JOINTLY 



If after deductiing all normal 
exemptions and deductions, the 
married couple's incor;e is: 



AT LEAST 
$4,000 
8 000 
12,000 
16,000 
20,000 
24 , 000 



BUT NOT OVER 
$8,000 
12,000 
16,000 
20,000 
24,000 
28,000 



THE MARRIED COUPLE PAYS 
$620 + 19% of excess o.ver $4,000 
$1,380 + -22% " " 
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$2,260 -I- 25% 

$3,260 + 28% " " 

$4,380 + 32% " " 

$5,560 + 36% " " 



" $8,000 

" $12,000 

" $16,000 

" $20,000 

»' $24,000 



NOTE: 



THESE EIGURES ARE FROM 1970 TAX R;iTE SCHEDULES 



be on tlur j;ciniv r.ror>r» p;\y nchcdulc; the different ial would be in 



iict pay received > or in 1:1k: anount of incoii:c tax refund. 

There have been scvc»ra] criticifiir.s of **coCibnt i>:iy" scItcvjcs in 

the. past, but the iriajor ctiticiSDi given is reflected in the follow-- 

ing statement by David K. Cohen: 

..•The idea tliat, of itself, receiving Tiorc nojiey effect- 
ively stir.-ulator; li.proved teachi nr. jias no basis, .It seeins 
dubious that children *s learning; could be iu?proved by 
offering "coribat pay'* to attract teachers tOj or liold them 
in deprived school v;hen, iill oth.er things being equal, 
tiie teachers prefer to be el£ov:l)cre. After all, it is the 
cluldren v:ho constitute the "coiabat** conditi.on for v:hich 
special pay is offered; utilization of such incentives 
v/ouJd be a poor basis for a productive student- teacher 
relationship. ^ 

With respect to tlie above quotation, v;e feel it is not neces- 
sarily the children which nake such schools undesirable. It may 
be the conditions of the school; its facilities and/or its supplies, 
its nei{;hborl)ood , or even the present quality of its instructional 
and administrative staff. Furthcruore, we agree tiiat increased 
pay probably would have no tr^easurable positive effect upon a 
teacher's "teaching effort." However, we propose that such pay 
differentials v:ill improve the quality of teachers wljich apply to 
these Federal Registry schools. V.'e v;ould also want the pay differ- 
entials resulting fron this tax credit to be large enough so that 
the supply of teachers desiring to teacli in these Federal Registry 
iichools would exceed, or at least equal, their denand. 

Again, we reiterate that v/e do not believe that such pay differ 
entials will cause individual teachers to iiiarkedly ir.iprove their 



David K. Cohen, "Policy for the Pubjic Scl^ool;;: Coi-:non5:atlon 
and Integration," Har vard Kc ucation l^.'viev;^ XX/.VIJl C'vinter, VJdb) ^ 
p, 123. 



teaching effort., Miat Ihir. proi>rain must do, if it is to siicceedj is 
to improve the gun lj ty of tho teachers npplving for positions in 
Registry schools. It is assnniod tli:iL tlicse above aveiMgo teachers 
will retain their superior teaching skills in this new setting. 

Various educiition studies relating education inputs to their 
effect on education outputs have sliown that certain teacher charac- 
teristics have a great deal of influence on student perf orriance. As 
-an oxample, teacher verhnl ability has been shovn to have a strong 
positive effect on student achievement. 

In order to improve the level of teacher inputs in Federal Regis- 
try schools, a score in the top 1/2 or 1/3 on these verbal ability 

tests could be a prerequisite for this incorae tax credit. Additional 

3 . 

teacher characteristics, such as teacher experience, which are proven 
to be conducive to ii?.proved student performance could also be added as 



See Saii^uel S. Bov^les and Henry M. Levin, "The Determinants of 
Scholastic Achieverent — An Appraisal of Soiv.e Recent Evidence," Journal 
of Hu r:. in Resourcoi: , III (V^intcr 1968), p. 1-24; Jcf-sc P^urkhead, ThoiTias 
G. Kox, and Jolm Hol].and, I r.nul and Outrjut in Large City Hir:h 
Schools (Syracui^e, N\ Y. : Syracuse Lniversity Prtss, 1967; ilric A. 
Hanusnek, '*The Education of J.'egrces and Unites"; and John F- Kain and 
Eric A. Hanushek, "On the Value of *Lquality of Educational Opportunity' 
as a Guide to Public Policy," iJarvard Univc-rsity, Progranj on Regional 
and Urban Econo:nics, Discussion Paper N'o. 36, 1968* 
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See Bov;les and Levin, pp* 1-2A; })urlihoad, Fox and }!olland; and 
Samuel H. Goodj:.an, The AsscrH5:r:ant of School Ounlj Ly , (Albany, W. Y. : 
Kew York State r.ducaLicn ]K.']^.::r t:i;:e'nt , ISOy). NOiL; In an inccrje tax 
credit proposal such as owtw there is a built in incentive for the 
Hiore e:-:perienccn , hir,iior paid, leachors to apply for this proj^ram. 
This results from the- fact Lhat the greater the incov.c beior^i: the 
special deduction, the greater the actual tax savings. 



prcrcquisilCf? for «iich tax credits.* In Lhis Wiiy, 5;uperior tciiching 
inputs vould be as^^urcd to thcr.c sc.lu->ols. In addition, the credit 
could bL? looked upon as a reward for .superior tcachinf, ability rather 
than for Leaching in a sti^ir^aLi'.^cd ''corabat pay" scliool, 

T\';o additional rcfinencnts in such a system are possible. First, 
if the maxiuium amount of tax deductible income were set at a level 
sufficient to make the supply of "qualified" teachers greater than 
their dcniand; a differential incoir.e deduction could be created so 
that 'for a given dollar expenditure the greatest 'possible increase in 
quality teacher inputs would result. Under such a systeirij qualified 
History teachers niif,ht only receive $3,000 in deductions vhile 
certain Science teachers might receive more (or vice versa). Regard- 
less of the acceptability of tlie above "differential" proposal, we 
also suggest tlie use of Citizen Advisory Boards for the purpose of 
selecting nev: teachers. VThen a position is open, all qualified bids 
would be talcen. The Citi/.en Advisory Board and the ncliool adiiiinis- 
tration \;ould ihcn make the final selection. Such a board could 
take into consideration, for exa;Viple, racial and ethnic factors, as 
well as years of teaching experience and tlie level of qualifying 
scores , 

V?e propose that N',I.E, fund an experimental program to test the 
effectiveness of this type of incentive pny as a method of attract- 
ing higher quality teachers to Federal /Registry schools.^ Wiile in 



For an excellent sumTnary of these studies and the variables that 
variour. vor.narcherr. found to hr^vo positive; effects on educational out- 
puts, sec: Martin T, Kat/'.man > Th e Po 3 i l i cei l >> onor.y of Urbr;n f chool s , 
• (Cambridge, Mass.; Harvard University I'rt^ss, 1971), }*p, ^42, A3, 120, 

^Ta>: deductions could po:;:jJb]y be offered to adriiniiiuralors in 
O >deral Regisl.ry schoo]ii. Such doductioini could be b;ised upon llie 
E RJ C mpr ovci:;en t of achievement scores "oT" -t+ieir pupils. 



the cxpcrincntal .ma^^c:-;, odd) lions to j;ro:*.r? pay I'athor than tax 
di.'ductions v;ould be vr.v.d, TliOise cnn ba adjusted to see vliat dollar 
amount is needed to encoux'age lecichers of a t^iven quality to apply 
to these schools. Once this schedule is computed, it can be trans- 
formed into equivalent taxable inco^iic deductions. 

During this experiniental program^ v:e strongly suggest that 
studies be undertaken to jncasure the effectiveness of other incen- 
tives. Tliese would include reduced teaching loads, teacher e>rpense 
accounts, or sabbaticals as alternative options to the tax deduction. 
If a teacher chose one of the formei , N,l-E, V7ould put the deduction 
money the teaclier is giving up into a fund for the school to use- in 
hiring the additional teachers that would be necessary because of 
the reduced teaching t;ne required of this teacher. Finally, ve 
strongly urge that when this project is funded, enough money is 
allocated as part of the project so ai\ to enable a thorough analysis 
and evaluation of the results. 

Finally, with respect to the practicality of such a proposal, 
there is some precedent to this form of federal incentive. At the 
present time, National Defense Education Act loans must be paid 
back in full over a ten year period once schooling is conipleted. 
Hov:ever, if the recipient chooses to teach in any school or college ^ 
he way write off ten percent of the loan each year for a r.a>:iinui-n of 
five years. He then pays tlie remaining fifty percent of the loan 
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over tho. follov;ing five years. But, if the recipient of an KDEA 
loan choor.or> to teach in an elementary or secondary school listerj 
in the r(?der a 1 ?^o^\i s 1 , he* may deduct fifteen percent of the prin- 
ciple each year up to the f ul 1 amount of the loan. 



II. A PKOPOSFJ) L:Xr!:RlM]:\"r in voting MKiIIODS Dl-SICKHD TO IMPROVK 
TIIK LliVilL AXD COMI'OSITIOX' OF KFSOURCKS IN HDUCATIOX 



Abstract 

For the education sector to best serve society, the values and 
preferences of the community nnist be made a critical input into public 
decision making. Experimentation with alternative voting techniques 
may increase our knov:ledge of people's desires and increase community 
involvement in resource allocation betv;een and within the private and 
public sectors. Furthermore, this involvement may not only improve 
the Workings of the social sector but also reduce comrjunity resentment 
of and resistance to public sector expansion. That is, closer coorc]i- 
nation bel:v;iien individual values and social choices may very v;eli lead 
voters to choose a higher level of educational expenditures. 
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In spite of thct apparent cliff icultios for nduunif^ t iMtors , extended 
use of the public vote provides on iir.portnnl- v/onpon in tlie increasingly 
difficult fiscal v;nrs being fought by tlie public syston) of education. 
At various times decisions vithin the* social spliere are necessarily r.ade 
by publicly elected officials, group elected officials (conni ttees) , 
appointed administrators, civil servants, professionals and many others 
who are more or less responsible to broad social interests and tastes. 
jCainpai[;ns , advertising, lobbying, logrolling, legal action, boycotts, 
protests and, regrettably, even intiinidation are methods by which 
individuals or social groups attempt to alter these decisions. Discus- 
sionSj interviews, v;ritten surveys and informal testing of attitudes 
or feelings are methods by v;hich decision makers within the social 
sector attempt to determine social - ultimately individual - values. 
Ultimately of course it is the amalgam of these individual values 
v;hich determines the optimal level and composition of public goods 
and services. 

The basic problem facing decision makers within the social sector 
who would maximize social well being is to detcxnnine the nature of the 
individual values which comprise the ultimately desired set of social 
values. On the other hand, the basic problem facing the individual 
v^ithin our society is to find a mechanism by which he can reveal his 
preferences concerning the optimal level and composition of goods and 
services provided by the social sector. Kitliin a syste.Ti in which 
individual values have significance, no single person will have i. set 
of tastes and attitudes concerning the provision of social goods which 
is perfectly representative of all other individuals. Tliis suggests 
that decisions concerning the provision of public goods shou-ld be made 



by the snnllcsL posfiible unit juc][;eci to be significantly affected by 
tlio£5C decisions. This allows individual decisions to be wcip.hed r.orc 
heavily in the decision mking process and is consistent with Presi- 
dent Nixon's recent s la tendon t made in relation to the education 
system tljat he is ^'determined to see to it that the flow of power.., 
goes toward, and not away from, the local coir.:r.uni ty . Furthermore, 
. the division of ^'conmunities** into smaller units for purposes of 
social decision making, provides individuals with a wider range of 
choice should they decide to '\'ute with their feet" by moving into 

an area v:here others have an evaluation of the optimal coniposition 
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of public goods more consistent with their own." The desirability 
of sraallcr districts is at soine point offset by considerations of 
operational efficiency. With respect to education, the question 
of the optinal composition of services deals V7ith such things as the 
student teacher ratio, technical aids and equipir.ent, administrative 
composition and si/:e, nature and extent of extracurricular activities, 
type of construction, clerical staff; and w»ith such programs as 
english, chemistry, foreign languages, music, art and vocational 
training. 

'Short of moving to another district where the determined compos- 
ition of public goods is m.ore in keeping with his ovni preferences, 
an individual can attempt to reveal his preferences to those in the 
decision i::aking structure. Voting is the generally accepted means 
of revealing prcjferencos . Cultural and social values, political 



^From the Tresident's Special Message to Congress on Hducatioii 
Reform, March 3, 1970, as printed in the Kew York Times, March A, 
1970, p. 28. 

ERIC ^^-l*-'^^"^^-> M. Tiehout, "A ruie Theory of Local Kxponditiuros , " 
BM^irna] of IVtl U'iral lir.onoi;^/ hXlV, :> (Oelohor, pp. AIG-A?.^. 



priuc.iplcii J and our lc\p,nl sL rue turc ni l point to votliif, as rhc ultj.r.ate 
mean.*: by vlriclj indiviilua.! s register prcf orcnccj-j and by vhich social 
decision waken; at tciupu lo deLen:n*.ne liu^st^ profcrcnces. More complete 
infor^niation is £f}^fint^«i.lj_il nvailnblc throuj;h a public vote, and certainly 
the public voto prov-idos a n:orc ;;eneral evaluation of individual prefer- 
ences, than dependence an such Lhinjjs as discussions, interviews, adver- 
tising and protests. Voting is also to be preferred to ii:oving as a 
means of expressing social preferences in the sense that moving is 
generally costly, and often impossible, due to social and econoi^ic 
constraints faced by tl>e individual. 

Furtliermore, the theory of social clioice suggests that individuals 
will choose to support public e>:penditures at a higher level wlien the 



coinposition of these expenditures more closely reflects their ov;n 
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preferences. As indicated in sections C.2. and C.3. above, mucli of 



the present crisis in our public schools can be related to the feeling 
of noninvolveinent in the decision making process and a growing frus- 
tration on the part of those who would affect this process. The 
argunjent for sriallcr size, so that the individual can identify with 
the decision making process and the resulting social preference 
pattern, is supported by empirical as well as theoretical evidence. 
A statistical study of the fiscal performance of 529 school districts 
concludes: that "there is considerable evidence to sug{;c:St that the 
coi^ibina tion of public vote and relatively ir.odest size (enrollment) is 
effective in ri^aintainin;'^ the school districts economic perfonnance. " 
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lUchard A. Musgravc, The ory oC Pvibl i c Firiance , ncv; York, 1959, 
pp. 135-57, • " ' - ^. 

^ ^^•;illiam S. Vincctnt, "Eorinl Hcr.bcrs, tlio I'cblic cind ]-jf;ca] V^elfare 
of^School l)i:itrict^J,** TAK Ucsearcii liulJctin, VIIJ, 1 (KoveUiber 1967), p. 6 



liAl.LOT 1 



Construction of a school nt the co£it of one nillion dollars 

to be financed by a - nil increase iu the property tax, 

(Change) (Status Quo) 

Yes Ko X 



BALLOT 2 

Construction of a school at the cost of one million dollars 
to be financed by: 

(Change) (Status Quo) 

a) a - mil increase in 

the property tax Yes _ ^ No X 



b) a - percent increase 

in the city sales tax Yes X Ko 

c) a - percent surtax 
on the city income 

tax Yes X No 



reflected. The *'n;oro in better" iiviulroine v;lihout: jiroper cousideration 
of the opt iiiial co;,^r>o:*it ion of educnt.ionnl ininils inav^ bo rcfJectod in 
the surprising;].)' stoblc brcnkdovn of relative inpoC,<5 in education as 
rcflect(?d in Table 2:i in the Stalir.tical Appcndi>: and section C.3. 
above. Tlie absolute n:a'::iinum concept nay also lead its advocates to 
make what v:ill be unkcpt promises with the resulting resontnent and 
possible backlash. 

ALTERNATIVE VOTING SYSTEMS TO BE TESTED A2>ID EVALUATED 

The first alternative voting system to be tested and evaluated 

differs from the present system nainly in the nunber of alternatives 

to the status quo on v;hich the individual can reveal his preference. 

This might be characteriiied as a system of riultiplo ciioicc voting; 

(as contrasted to the present all or nothing* choice which might be 
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meaningfully characterized as a system of ininir.iurh choice) . 

For exaiiiple, under the present system, a given voter might be 
faced with (1) the choice of voting yes for a million dollar school 
financed by an increase in the property tax or voting no^ that the 
existing facilities nust suffice. Mow, consider facing this 
particular voter v;ith (2) the choice of voting yes for a rdllion 
dollar school financt'd by an increase in the property ta:;, or the 
sales taM, oi the iiU'omo tax. The altcrnaiives facing t!;e voter 
arc indicatc?d on ballots 1 and 2 belov;. This particular individual's 



8 

Tlie concept of multjple choice voting; is d j scj^inoc! v;iihin a 
broader frni;;eworl: by Knut !/ickstt]l, r i jkki (:o r o t. i ^ c h e ^ 'i; f o r ch r^n 

lOl'-lW. Kii;^] ji)h tr;«.ns JaLi oii: ii. A. Musj-.ravc; and Alan T. Pfacuclv 

Iilt'lvLli'L-L JjLjJji' Jl'?>19J/^^ "'^ Theory of 

£P^(^" TaxnTion,'* JT :f/ liuc!»;m^^^^ (Vriins/r,' "i^'e^^^ 1^H)2, pp. r/-i.}V>, 



values would 3 cad him to vote ai;ainsl an increase In education expcnd- 
iLuros vhcMi faced with Ballol 1. Thiti votinj; process would have 
cillowcd him to reveal somo p:irt of his preferonccs to tlie decision 
makers in Ihc public sector. It is likely tiiat these revealed prefer- 
ences would have been iinproperly interpreted as opposition to increased 
education expenditures. 

Wien, and if, prc:^c-ntcd vnth Ballot 2, however, this voter would 
be^able. to revt?al a preference for increased education expenditures 
and a set of values v;hicli brought him to reveal - when enabled to do 
so - an overriding objection to an increase in property taxes (see 
section A. 2. in the Overviev;). Ballot 2, as con^pared to Ballot 1, 
E3ight lead to social clioice being more coi^.pntib].e v;ith the individual's 
values (if b)c;r c) on ballot tvo won a majority); would increase the 
individuals? feelinj; of invol veinont in the decision making process 
(regardless of the outcor.e); and increase society's knov.-ledge of the 
individual's values and preferences (regardless of the outcoiTiC), 
Minority vievs could better be taken account of in the forr.ulation of 
future ballot alternatives on the basis of prelerences revealed on 
preceding ballots. 

If any of the alternatives on Ballot 2 received a laajority the 
indicated action v;ould be carried out. If tv.'o or more alternatives 
received a majority, the alternative receiving the highest nui-iber of 
ballots would be chosen 

Clearly tlie chosen level of expenditures night be considerably 
higher under a system of rmltiplc clioice voting in v;!iich the indivi- 
dual voter had the opportun,ity of opting for any conibination of 
libili t j.csi . it is Isighly unJikely, hovever, that e>:pendi'.^»res 



would fnll as the rciuilL of uuilCiplc- choice voting as co:rparod l:o a 
system of Diiniiouin choice vol:inc» l^or cxanipjc, wo would liardly expo 
a majority of yon volG.o on Hallot 1 and a majority of no votos on 
alternative a), as ar, altornativGt: b) and c) on Fallot 2. The 

presently employed voting system cor.>titutes a strong force against 
change by offering voters only a single alternative .which different 
voters miglit oppose for a vjide variety of . reasons. 

One furtl^er illustration will he used to, show how a system of 
multiple chrice voting might lead directly to an increase in 
educational expenditures. Given the alternative? represented on 
Ballot 3, a given ir jA'idual would vote for a school costing one 
million dollars if it is financed by either an increase in the 
sales ta>: (lb) or the income tax (Ic), wliile voting for a school 
costing one and a half million dollars only if it is financed by 
an increase in the income tax (lie). Any number of expenditure 
proposals can be combined with any number of tax proposals limited 
only by the requirement of keeping tlie ballot manageable. 

Plurality votin.fr or unit rankin;> provides another alternative 
to tlie present voting system. This system is more familiar as it 
is often employed by voluntary social organisations. A similar 
system is also v;idcly \ised to reveal preferences or evaluations 
in the judging of beauty contests and athletic events. Under this 
system tlie individual is asked to rank alternative choices in the 
order or preference. Tlte v.'inning alternative is chosen on th* 
basis of tlu» total score obtained by sui:iming each voter's ranking 
of the avaiJable alternatives. 



BALLOT 3 

I, Construction of a school at the cost of one r.iillion dollars 
to be financed by: 



a) a - it)il increase in 
the property tax 

b) a - percent increase 

, in the city sales tax 

c) a - percent surtax 
on the city income 
tax 



(Change) 



Yes 



Yes X 



(Stat s Quo) 
No X 
No 



Yes X 



No 



II, Coiustruction of a school at the cost of one and a half 
trillion dollars to he financed by: 



a) a - mil increase 

in the property tax. 

b) a - percent increase 
in the city sales tax 

c) a - percent surtax on 
the city income tax 



(Change) 



Yes 



Yes 



Yes X 



(Status Quo) 



Ho X 



No X 



Mo 
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The. 5>yst:cn of plurality voting', is dcsif^nod Lo rcvcial a broader 



range of the individual's profcri^nces than is possible under the 
pre<;ent sy;;tein. By rcfJectini; Ihe entire pal tern ^f individual 
preferences, the plura]il:y syntom gives soi^ie Xv'eight to minority 
values. For e?:ai"p3e, consider tlie preferences of individuals X, Y, 
and Z for the alternatives (a), (b), (c), and (d) to be reflected 
by the rankings sho;on in the fallov:ins table. Under the present 
^niechaoiisin of majority rule, alternative (a) vould be cbosen. Under 
the plurality rule, alternative (b) would be chosen. Use of the 
plurality rule vould take account of individual Z's strong opposi- 
tion to altex^native (a) - ranking (a) last - and tlie relatively 
weak preference of both individuals X and Y for alternative (b) 
over (a) - ranking (b) first and (a) second. 

ALTERNATIVES 

(a) (b) (c) (d) 

X 1 . 2 A 3 

Y 1 2 3 /» 

INDIVIDUALS 

Z A 1 2 3 

(TOTALS) (6) (5) (9) (10) 

In tills case, veighing of minority views would alter the out-- 
corae tliat would have resulted fror.j the use of najority rule. *J'iie 
pltirality voting systen could also be designed to siir^ply allov; indi- 
viduals to reveal a broader range of their preferences to the decision 
makers v;ithin the system. That is , alternative (a) iniglit be chosen 
the ba55ii; of the jnajority rule even tliough voters iiro given' the 
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HiaMaa^r tunj.ty to rank various »11lernatives, Vaule not altcir;.ng the 



ulLitiiali: decision rula, tills would ailov; further docif^ions on tiu> 
educiition systn:a, and Ihc choice of alternatives to bo placed on 

^ future bril lo t H, to take account of a br oad er rann o of iiid)\vidual 

preferences . 

VJliile the plurality or unit ranking system of voting is r.ore 
revealing of individual voter attitudes, it does not permit the 
voter to reveal the intensity of his feelings. Unit ranking is 
'quite satisfactory or complete v;hen the individual is faced with 
a continuous set of alternatives. This is also true when the 
discontinuous set of alternatives facing the voter are separated 
by a consistent differential in that voter's preference structure. 
Plurality voting is less satisfactory, liowever, when differences 
in value associated with any two consecutive alternatives are 
widely separated. It v:ould be interesting to knov? for exanple 
by what n^argin individuals X and Y preferred alternative (b) 
to altoxMiative (a) in the illustration above. 

A point voting systeia would allov? individuals to reveal the 
intensity of their feelings. For example, each voter might be 
given one hundred points v;hich he could allocate to the various 
alternatives in relation to the relative v?eight that each carried 
.in his preference function. The following allocation of points 
v;ould be consistent v/ith the above rankings of individuals X, Y 
and Z of the alternatives (a), (b), (c) and (d). 

ALTERNATIVKS 



INDIVIDUALS 
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TOTAL 





(a). 


(b) 


(c) 


(d) 


Total 


X 


30 


28 


20 


22 


100 


Y 


80 


10 


6 


k 


100 


Z 


15 " 


32 


29 


• Ik 


100 




123 


. 70 


:.5 


!)0 


300 



With n point votinj; sysl cin, a] r.crnativc (:\) would a};ain be 
chorion over alLonKiLivc (h). This roMiltr^ fron individual Y*s * 
slx'oui; preference for his first choice (n) over his second choice 
(b). On the other liand, if individual V liad a preference structur 
similar to that of individual X, alternative (b) v;ould be chosen 
over alternative (a) even thcugli both X and Y would have a slight 
preference for (a) ovei (h). The total points for alternatives 
(a), (b), (c) and (d) under these conditions would be 75, 88, 68 
and 69 respectively. Here point voting v;ou.ld lead to the same 
social ranking of alternatives as plurality or unit voting. 

There are obvious difficulties with the point voting systeni 
as a means of reflecting the preferences of individual voters. 
\ve have assumed that people would, in fact, rate alternatives in 
a fashion which reflects their true preferences. The possibility 
of voter strategy has been disregarded. This nay be unreasonable, 
hov7ever, in the case of point voting. For e>:ar:ple , if Y has the 
same preferences as X, it would be to his slight advantage to 
misrepresent these preferences and allocate his one hundred 
points as shown above. VJhile strategy becomes potentially 
important under a system of point voting, its significance is 
reduced as the number of voters involved increases. That is, 
Y's one hundred points out of a total of three hundred provides 
liim v/ith a considerable incentive to use stratej^y in allocating 
his votes. As the nur/iber of voters increases, hov;ever, the 
possibility of Y being able to affect the final outcorr.e by mis- 
representing his preferences is reduced. 
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^ COMCLU S 1 ON ~ ' 

There are, of course, certain educational decisions which must 
be left to professional educators and ndininiistrators. For oxanple, 
the optimal location of a now school requires knov;ledge of projected 
population growtli and changes in population density. Such information 
• raight not be generally available nor easily interpreted by the average 
voter. Recent information on such raatters as teaching techniques, 
school architecture, curriculum developn^ents, and technological 
innovations are difficult enough for professional educators to stay 
abreast of and to evaluate. Tiie need to obtain and interpret pro- 
jected nianpower needs is insufficiently met by educators themselves^ 
These are all questions of the best means by which certain educa- 
tional goals can be p-.et. It seems certain, however, that the public 
vote can be more effectively eiuployed to help determine the set of 
goals to be pursued by the educational system. If the society which 
is being asked to support the education system is to do so willingly 
and generously^ we must continue to look for better i-icans of deter- 
mining what it is that society would have that system accomplish. 
This is not meant to suggest that education should not work to alter 
values and tastes (although this may be damaging to fiscal perform- 
ance), nor that professional educacors should be stripped of decision 
waking power within the social sector; but only that more consider- 
ation be given to the set of goals and preferences of the society 

0 

which the education system is designed to serve — and in which it 
must exist. In order to give more consideration to broad social 
^"•ils and proferenrcs v^e.iuufjt linow more about them, 

ERIC 



TTi. ' PKOPos/vLs TO jMrj^ovi: vurXic co^vrr^l o\tr 

K):SOUHCK ALLUCATJO:: IN ]:bUCAT10N 
Abstract 

With the exception of soire large-city school districts the 
organizational structure of public school governiiient appears to 
be reasonably sound, so there is reason to pursue the question of 
whetlier the effectiveness of this structure might be improved. 
It seems likely that a wajor cause of ineffectiveness within the 
existing structure is to be found in outrioded state laws govern- 
ing public education. It seems possible that another cause of 
ineffectiveness stems from a pervasive attitude within the 
education sub-culture v;hich ei;iphasik:cs lliat only educators are 
qualified to r*jal:e educational policy, (BureaucraLi.'-'.ation may be 
viewed as a manifestation of this attitude, and apathy toward 
school board elections as a consequence of bureaucratization.) 
Of those interrelated causes of ineffectiveness, the problem of 
state laws is the easiest to identify, and we propose K.I.E. 
sponsored work sessions to examine it. Hov:ever, if the "sub- 
culture hypothesis" is correct, such laws Y?.ay be only one of 
many barriers to effective public control. Hence, we see the 
"legal v;ork sessions" as a starting point for exploration of 
soice less tangible factors associated with attitudes of school 
board members and superintendents. Four related suggestions are 
also listed. • 
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A PraliniiKirv qu est ion: In i t de>sirab.le to have pu bJ.ic control over 
cdxication? It may appear Mint an af f iruialive ansvor vould be i.'idely 
accepted, but our analysis (see. II. C.) leads us to conclude that an 



affirwative answer iini)lics tliat public control at the local level 
should be increased . Stated in t.his form. ,the proposition is contro- 
versial and runs counter to views which were generally accepted prior 
to the 1960's. We are here dealing with a policy question rather than 



wliich tend to justify a shift in position on this issue. 

In the past it could be plausibly argued that in many coraunities 
professional educators v;ere better representatives of the public inter- 
est than the elected representatives of the public because of defects 
in the electoral p?:ocess, such as disenf ranchisei^-^ent and/or political 
apathy of ininorities disproportionate representation, etc. Court 
decisions and other events in the 1960 's make this argur.enf. much less 
plausible than it was previously; it is not easy to cast a teachers' 
union in the role of defender of black children when it is negotiating 
with a school board composed of their parents.. 

In the past it could be plausibly argued that education was 
desired as a means to an end, naiT>ely economic growth. Given this 
view, questions about educational prograi^is are essentially scientific 
— the expert decides whether instruction in nathenatics or biology 
will contribute more lo economic grov;th. In part because of the 
rapid economic growth in the 1960's the desire for growth has dv;indled 
and many families now view education partly as an end in itself. This 
shift in viev/point reduces the role of expertise. 



a. research, question, but it may be helpful to mention sone factors 




TlTe above rouKui;:^ arc' iii tieiuled to be susj^er. ti vc^ 

suasive; iho question of the desirability of public control over 

education involves broad value jud^;r;.c^nts which are not dealt with 

here. If effective public control in desired, our analysis suggests 

that the following measures are worth considering, 

!• Invest ig.ation of the desirability of Cjtizohs' Advisory 
Councj] s for individu al scb.o ols. 

Such councils could work mainly with -the school principal; 
only in case of serious -conflict would it be necessary to 
* . Appeal to higher levels. They could be effective instru- 

raents of public control if the school board supports then 
when appropriate and if the principal is given some flex- 
ibility. Their effectiveness v.-ould be enh.::nced if they 
could participate in school budgeting (see item 2), 
and such participation would help produce public under- 
standing of the proble^is involved in meeting educational 
needs with limited resources. 

2 • Inve st i nati on of the desirability and feasibility of 
budp,e ts tor in div T:.!i:al s c hcoli; . 

2 • Inv^-^^t-'J ?;fit io n of th e effects on educa t ional efficiency 
of bond and budget rof eren c-a. 

■ Suggested hypotheses: (a) The need to obtain voter approval 
is a healthy iniluence on efficiency because it pressures school 
districts to invite public participation and 'scrutiny. (b) The 
need to obtain voter approval is detrimental to efficiency because 
voters — many of v;hom have little interest in schools —are asked to 
give a yes or no vote on complex issues such as construction programs 
and budgets v:Iuch are understandable only to professionals and well- 
informed laymen. (c) The need to obtain voter approval is detri- 
mental to efficiency because it prcfifuires school administrators and 
board members to spend inordinate amounts of time as "salesmen," and 
they are therefore unable to give proper attention to other important 
i9^"ters. (d) The need to obtain voter approval is detrimental to 




cf f t>c Live ccnninitii i cation f rori - H^t2^-coirdtmii-i-try-HH^L%tv-s<^l^eoJ~5^^^^ 
it prciiSiurcs iichool c:r.ploya(?r» and board r.oi-bcrs to be ciofon::?ivG about 
all aspects of the syi^tea, v.»ilh the result that tliey cannot listen 
attentively to criticism. 

Methods of inves ti<;alion : survey of literature, conjparative studies, 
interviews. Purpose: to provide support for proposed financial 
re f onus. 

A . Proorci-n to provide educntior> for cjti:^ens about their local 
scliool svstcn . 

N. I. E. could provide short courses for citizens to enable then 
to learn about tlie organijzational structure, instructional program, 
budyet, of their local school system, relevant state laws, etc. Tne 
instructor sliould be knowledgeable about the local systeu but not 
CTiiployed by it. Tuition niight be charged but v/aivcd for low-income 
participants. For an example of the nature of the material which 
might be covered, see Ellen Lurie, llov; To Chance the Schools: A 
Parents' Action L'andbook on Hov; To Fi^rl^t the Systen^ (New York: 
Random House, 1970). 

5 • A pro r^ran ?:o incr e ase the of fGctivencr^s o f scirool boards 
Section II. C. pointed out that the existing structure of educa- 
tional government is basically sound but there is sonie evidence that 
in v-ractice school boards do not govern. V'e are unable to pinpoint 
the cause of the difficulty but suspect that a number of related 
factors are involved. Accordingly the proposed progratn described 
only the starting point in detail, with suggestions for further 
development contingent upon initial experience. 



The f i rrA 51 top is NM.li;. sponsored vork sessions for sclTooTTo^rci 
laeiubers and supcrinl endciil-.s in vnriour. p,cnj^rnp]uc arc^is containinf; i:ix 
Lo twelve districts. The announced purpose cf Lhc^se scs^sions vould bo 
to discuss the cffccl.s of state laws on local districts focusing on 
those v;hich ate thouglil to impede effectiveness. 

In advance of the sessions, N.I.E. would arrange for participating 
boards to make videotape recordings of their meetings, including son;e 
interaction x%'ith the public. N.I.E. v:ould send representatives (prefei"- 
ably with skill in human relations) and provide lavTj'ers as consultants; 
thc^'e wight v;ell be schoo] atl'oriieys, but arrangrmctits should be such 
as to mix participants from different districts. 

Explanation: Many school lav;s wei'G enacted when districts were scall 
and may nov; be dysf vnctional. Court decisions like Serrano vs. Priest 
may cause substantial reforiii of school lav:s, so now is an opportune 
time to Tormulatc rccoivintendations on non-financial issues as v;ell. 
In particular, v;e believe that teacher-tenure lavs need to be re- 
examined in light of the events of the 1960's, Although theoretically 
such questions fall within the province of state departnients of educa- 
tion and state associations of school boards, it appears that N.I.E. 
could perform a useful role ar; a change agent by stimulating discussion, 
gathering information from a number of states with different laws, and 
formulating recommandations to guide state legislators. 

A specific question to be explored is the extent to \:hich state 
laws impede tljo effectiveness of school board meetings by forcing the 
board to deal v:ith routine administrative r.atters sucIj as teaclier 
appointments. (If pub3ic*participation is desirable, it ought to occur 
)9^tho building levels See item 2.) This v;ould implicitly be an 




oiplorntion of: rlic validity of allcyntions that son:a suporintcjnclcni:s 
keep school bora'ds occupiod with trivia so ar, to prevent then from 
"meddling" in inportant issuo.s. (In the face of Lcachcr tiilitance, 
superintcndonts loj;ically should side witli the boards but due to 
cultural la{j, souie superintendents 'may still; be operating in a ir.anner 
vhich v;as stylish in the early 1960's.) This issue neeiJ not be met 
he^d on; participarits would learn from videotapes and through dis- 
cussions with board menhcrSj superintendents, and attorneys froi?. 
districts other than their owwu Quite possibly, much of the pi-oblem 
is the fault of boaro nenihers; if so, observation of the videotapes 
might cause iJubstantial chanj^e. 

Second , einp.loy hunan relations specialists to exar\iue the video- 
tapes of schocl bv'^ard ineetjn^^s, including interchange with public. 
On the basis of this infonv.ation plus reports froni NM.E,, partici- 
pants in the initial work sessions decide v:hether further sessions 
are appropriate, possibly in the area of human relations training 
(not sensitivity training) for supci'intendents and school board 
members to reduce def ensiveness and increase listening skills when 
dealing with the public, Koard-superintendent relations might also 
be treated, 

Tliird , (if appropriate), publish a handbook for school board 
members if studies reveal tliat those supplied by state departnents 
of education and school board associations fail to tell it like it 
is. * 



JoiWiph Voir,y The y.cAioo) V'n.rrO, Cvi r.}::: r:hir:?r.o V:]^j o Studv (Cni c:}.£,o: 

Kdiicational llc lhoJG, inc., pp. 

Koscoc C:. >;arti:)j "Schoo.l Covi'rnnjcnl: , " in Al:m KD.-ciUhal, Govo.rr.:in:> 
A^d ucnli on (G:ird«.'n Cily, N. Y.l Anchor Hooks, 1969), espocialiy 
pp. 278-282. 

David Rogers, 110 Livinv..s . :on Stree t: (New York: Random House, 1968), 
pp. 222^232, 2A0. 

Lawrence lannaconc^ Folj.ljc s j.n E duct^tion (Nov; York: Center for Applied 
Kesearch in Eciuc.Jtion, 1967), pp. 6-29. 

Exhibit A 

(KoLe by W. Yordon; Of the fairly exLcnsxve lite^rature about School 
Board.s v;liich I lu^ve rend, I find little v:nich rini'S *:rue in terms of 
my experience as n board neither. Pois' book is exceptional. It is 
my irjpression that :::uch of the literature on school government is 
written A.'itliin the f r.^:ncv:ork of v;hat Roscoc Martin refers to as ''the 
public school inytiiolo[;y . " The av;kv;ardness of the proposals above, 
results from iny belief that it ,is necessary to penetrate the veil 
v;hich this inytholo?;,y i'.!^po:ses , and that the problem vith school govern- 
ment is not jusl the. existing* structure of st.':ite laws, but also sorre- 
tl;ir,g in the cuucation subculture. Sot:;c quotatior.s from Martin :aay 
help to indicate the nature of the quarry.) 

From Governing, Education , ed. Alan Rosenthal, pp. 278-280, 281-282. 

...For the dovelopinent vrhich over the couriie of a century 
clor^ed the: doors to intruders, produced' pov:erful professional 
associations, generated a pride in v;orkinanshin, eventuated in 
confidence in and respect for calling - these same devclcpr.cncs 
were accoMpanied by secondary effects v;hic!i in the av,;;ref:ate 
produced *nn advanced spirit of burc^autracy . Profeiisicn and 
bureaucracy achieved reali/.ation side by side an;ong the public 
school tCticiiers . 

Kvidcnco to support this conclusion is not far to seek. A 
brief f lasli!..;:^.i; into public schoo.1 hir:;tory v.nll disclose its 
nature. Ti^rly there v;«ui the central assu'/ption that public 
education i:> a uni ciuc fL:nctioa of {;overn!ner:i . From tliis single 
basic proj)0::ition 'nas p.rcv:n tije elaborate ir.ytholc^^y \nXh v;hich 
tliC public schools are surrounded today: tr.at public education, 
being a uuicur public function, :r.ust therefore be accorded 
Separate a:>d. f^iiifii^iaJ. trcat;:.enU V.b.at it is danj-ierous for the 
public school to he 'associated \n'th any otI:c:r jjublic under- 
tahJnj;, lii'it. ii;e «.c:hr)Cj];; iiiust ih'iV<! nolliin^.; to do v;) th y;ener«l 
politics, lliat the sf:!iou]s tir-Ji hotii liie prli.te exe;;^p]ar and 
llie chief chaiiij)lon of duriocracy. They 
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can be: clabor.itcd al any lcri;ah, hul tb.cra najor ro:iets 
uill sufficu! to vciccil.l it^< cuiitrrJ nat.iirc*. It v:x3.1. bo under- 
stood th.'it vh:)t j.s horo cnllod r.ytl^olony is not r:yl:}io]oj:y 
at a]], to thuS'ii vho pi'ofcss il, but jKuird and roj^tcn: doctri.r,c? 
iiisloaJ. The r.ytb.olor>ical orif;in5 oi the ncctrinc are in trutli 
all but lost in the niists of history, thouf;h its heavy 
freight of tr<'iUition attcstK its uncertain beginnings and 
its e>;pcriniGiual development. 

Four bureaucratic r)ro[;eny of the public school mythology 
may be j;inr,led out for brief riontion, Virst is the rever^.nce 
for form, at vbatc^ver e>;penHe to substance. This reveals 
itself in deep respect for procedural rules, affection for 
far.iiliar tluuas, ana suspi.cion of innovation. Second is 
the brisk defcmsi ver.ess which* flov:s spcn taneously froni sen- 
sitivity to criticisip.. This state of nind arrays th.e school- 
inen, as t!ie defenders of the public school faith, avainst 
the critics, even tlie syr.pritliutic critics, who are regarded 
almost unafori^ly as attacbers. This leads inevitably to tha 
we-they dichotorA'; we who. defend the public school vs. those 
who seek to desitroy it. Third is the bland assv.r.iption of 
professional rlv^htness, manifest in the invocation of 
tradition, and in a priori reasoning the assertioi'i of fimly 
held beliefs as facts. Fourth is the ha;?.oj:eiii2ed character 
of the practitioners:; — their coiraon ori-'vlns, their unifonu 
(and v:c;ll nifJtt vmivr^rsal) belief syste::., their unccnr.non i 
loj'alty and dedication to the pursuit of cor.r.on Roals, The^ 
principal in:;ururc7:t5; in the- horio^zeni^inp pro.cess are the 
teachers collcf^es a:^! the uin.vcrsity ::!cpar tr.ents of education, 
and after these the professional associations. 

A comparison product of the lonj; road to profession is a 
vell--trained, seasoned bureaucracy v;ith a universal body of 
doctrjne and a firm co:nmitr.ent to its observance and expan-- 
sion. If the teaching nrofession has not yet achieved the 
monolithic qualities of medicine or the lav, it is neverthe- 
less veil along the v;ay tov^ard attaininent of that professionally 
enviable status, 

Tlie traditional role of the superintendent, the chief of 
the public school's prof ess:*'»nal staff, has chfrnj-.od in tv?o 
important respects in rece,., years. It flight be ir.ore accurate 
to i>ay that incrensed undorstandin,^i enables us to see the 
superintendent's role more clearly and ::}ore realistically 
than it v.^as perceived three decades aiio, and that increased 
undorstandjn^; has brought vrith it a ' :iv: appreciation of tv:o 
important ar,pocts of that role. I-irst, the superintendent 
has cr.crf^ed durinj^ tlie last fev; decades as the leader rather 
than the servant of the sciieol board. His is no journeyran's 
job, and he is no handynnn ir.erely to do the biddin;*^ of the 
board once policv has l)Gen CiJtablisliod . On the contrary, 
he is at" jeaiit m: ir.ucli a polLcv r.'jker as h*e is a iiar.aj^er in 
the narrov: sense; for lie en/joys an (:>;pert iv.c , a professional 
reputation, and a coirnunity position v:hichi combine to give 
him an alrio.st irresistible voice in school affairs. 




Alan IlfMUintlial 



lini-: v.u\(\v. a sip;rJf icar.t nliKly of this iuib- 
OS school .-ijiiiues into t\:o catosori e:^ : o^ot ar ic , 
vhich, hoin:\ ))ro ::<\';sionnl or Kchr-icnl in r.;uniro, havo a 
narrow -audic'ncc arpcnl, and crxotcric, v;i)icii, b-i:u; rtorc^ broa.i?.y 
political in nature, have a vidc-audicnco ^ippoal. The forncr 

liiriv call in::o: n:!l (scljool-contornd) , tliC latt^^r public. 
Kegardins; intt:rn:!l issuers, RosLvntiial found the influence 
of the super intonuent to bo truly ovorv:hel;r.inr. ; except in 
extroiiic cirrii::i:;tances, it sir.ply does not occur to anyone 
to question his reccr.r.endatinns or his actions. Concerning 
public issues his Influence is less in OA^idence but scarcely 
less effective; for hc defines the issues, proposes acceptable 
alternatives (and rejects those not acceptable), provides 
cWjnunition for tlie school spokesr.cn, and in the end inpler.ents 
the -decisions reached. V'osentiial concludes t'nat "school 
matters are and probably vill continue to be th*G special 
preserve of the educational experts. Their picas of 
impotence, notv;ithstandinc> the educators run Ar.arica's 
t>chools." (Alan Rosenthal, *'Co::;-unity Leadership and 
Public School Politics: Tv:o Case Fludies,'' (Princeton 
University, unpublished Ph.D. dissertation, I960), The 
assage quoted appears at p. ^98, 



. . . Tho erriergencc 6f a powerful leader in the person of 
the superintendent has brou-ht with it a conccnitant decline 
in the position of the nch.ool board. Tiiere is a reciprocal 
relation betv?een adninisura::or and board which tends to 
ensure that as one grows in stature the other will 
diminish. Passinjr. by any possible adverse effect of this 
trend on detnocratic govern-.nent, the bureaucracy views it 
with equani3-;.ity . To both administrators and teachers, but 
more especially to the forrer, it signifies the professional 
com'ing"-of-a^e of the superintendent along with acceptance 
by the board of the fundan'.ental role of eApertness in n".ana^.ir.g 
the affairs of the schools. Tlie superintendent: is happiest 
V7hen he is worhin;; with a tame board; he has one increasingly 
as he consolidates in his hands ;norc and !r.orc responsibility 
for policy leadership within the board and public represenia- 
tibn v;i thout . 
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. . . Classroom teachers are not to be co;:ipared with super- 
intendents for surface influc^nce — for the weight of their 
voice in dc^^terr.lninj', hij;h poljcy, for arguin;^ that policy 
before the iichool board, for expounding it, before the public. 
Yet their role is not: to be minimized, for they liave a 
significant part to play in school [',overn-:-.ent. lor one uhing, 
they comprise an overwhflr.dn?; pertentr^r^e of: the schcol 
burciaucracy and so thvov:sc^h dint of sheer numbers \:ield 
yreat influence; Tliey constitute a bulwark o[ support in 
any school political cnmpaiRn. Ihev are the principal link 
between the sup(:'rinv<:ndt;nt and tr.f: board of education on 
the one liand and the sclu;nJ patron:; on the oLb'-a". Throu:,rj 
their rolailoni: with tbe' ParcaC-'i enc.lier Ar;5.cciatinn they iiavc 
a rcf',ularl-/.ed chrjmu.0 of contacts which for tAnx super i ntei.ront 
:r:,'] W.-- \.'^".r\ imh- be r.]^;'\\r.n r.nd i n r: i : 1. »: "ni . r.r\ burira;j- 
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crnlB, thav close rnnlcs b<:hDU(l the .super iutandent 
tur tlic furthurnnce of o.diicaLiona.1 policy nnd t-};e 
solidification of. puMic .school doctrinci. 

It iK tb,e clansroon^ hc>v?cv(n*, that they cr.ert thftir 
greatest influcncct. Here th^^ student Ic^an^sth.at the 
schools are sacrosanct, that ap.y critici;?!.) of pifolic 
education is an attack on the foundatiens of the republic, 
IJere lie learns, too, chat j;ov(:rn:ncn" (particularly city 
governr.iont) is a scrry business and politics unclean. 
It is in tlie classroo::^, in shoi't, that the antidemocratic 
freight of tlie schcol-nen* s doctrine-, snakes its greatest 
dripact on the young citizen. The destructive conse- 
quences of this antigovernnent attitude could have been 
foretold v;ith complete assurance; unhappily, tb.ey are now 
a r.atter of record. They are to be seen in citizen 
ignorance of public issues, in absence of interest in 
public affairs, in failure to t^'^ke part in the democratic 
process, in scorn of govern:;:Gnt and conte-r.pt of ^ "^liticians. 



(From Joseph Tois, Thp. Rclint)! BrKnrd Ciri^ds, jm. 216-7) 
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Unfinished Business 



Report Ko. 
68582 



6861 7-M 
68636 



68652 



Acquire for School Purposes the Real Estate Located at 
the Korth Kast Corner of W. J^ryn Mawr and K. St. Louis 
Aves., containinj; 13,535 Squsre Feet. 

Extend Driver Idi;cation ?roi;rani. 

Acquire for School Purposes the Real Estate Located on 
S. Phillips Ave. betv;een 92nd and E, 93rd Sts., 
containing approxiniately 31,375 Square Feet. 

General Superintendent's r.eport of Psepairs and Purchases 
and Salvage Sales Not in Excess of $5,000.00 for the 
Month of November, 1960. 



Reports Presented by the General Superintendent of Schools 



Report No. 
68661 

68662 

68663 

68664 
68665 
68666 

68667 

68668 



J68669 
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Avard Teachers' Certificates, etc. 
Teacher Personnel Report. 

Authorize ETnployr.cnt of Evening, School Teachers, Voc«"=- 
tional School Teachers and Ar.oricanization Teachers. 

Appoint Additional Special Project Staff. 

Appoint Additional Special Project Staff. 

Authorize Social Centers and Social Activities in 
Schools. 

Authority to Purchase Perish;ib3es for Lunclirooins and 

Purchases in an Anount Less than $5,000.00. 

Authori;:e PurcluiSe of Various Items of Supplies, 
Materials and Services, 

Accept Bid-Purcl^.asr; Ap.rcelnent-To^s'el .Service-Sundry 
Schools and Office Services. 



• 68&70 

•*68672 

68673 

68674 
68675". 

68676 

68677 

68678 
^8679 

68680 

68681 
68682 

68683 
68684 
66685 



^6 

Accept Ri(lr>. l*urcli.i*;o Asrcericnt, J'rosli Truit Juice 
Drini;«, Sundry School Luiichroons. 

Accept bids, Purchast* ActrecxenL. Vinyl Coated 
3)rapary Material, iiureau of Henoral Mennnionancc .^.nd 
Repair • Shade Division. 

Accept jiids. Purchase. Ac»recrr;ent . Fiber Glass Drapery 
Material. Bureau of General Maintenance and Repair. 
Shade Division. 

Issue Orders. Cracho.rs and Cookies. Sundry School 
Lunchrooms and Stadiuris. 

Issue Orders. Better and Eggn. Sundry School LunchrooniS. 

Issue Orders - Money Transport Service - Sundry 
School Lunchrooms, Stadiuns and School Offices. 

Issue Orders - Linen Supply Sei'vice - Sundry School 

"•^unchroons and Stadiur.s. 

Issue Orders - Ice Cream - Sundry School Lunchrooms 
and Stadiums. - ■ 

Issue Orders - Ice - Sundry School Lunchrooms and StadiuniS. 

Accept Bid - Purchase Agreement - Projection Laii^ps - 
Div. Visual Kuucatiou. 

Accept Bid - Miscqllaneous Trucking Service for 1961 - 
All DepartTnent. 

Accept Bid - Purcliase Agreement - Glass - Sundry Schools. 

Accept Bid - Service Agreeit^.ent - Package Delivery Service - 
Div» of Visual Kducation - bureau of Office Services - 
Bureau of Purchases' Book Requisition Section. 

Acc^^pt Bid - Purchase Agreement - Limestone Screeninp,s - 
Sundry School Sites. 



Accept Bid - Purchase Agreement 
Sundry Schools and Shops. 



Oxygen and Acetylene - 
Accept Bid - Purcliase Agreement - Electric Lar.^ps 



(c»v cct-ira) 



IV- COLLECTION', LIVALUATION Am PISSIL^IINATION OF EDUCATION IKFOtLV-\TlC>: 

Abstract 

Much of the existing statistical information on the education 
industry is inconsistent, irrelevant, and not readily available to the 
interested researclicr- Those probleins arise out of the lack of a 
theoretical Ji^odol v/hir.h v;ould identify and relate the inputs and out- 
puts of the education industry. In order to facilitate additional 
collection > evaluation, and dissemination of education statistics, 
ve propose that funds be allocated for rC;search in c'aveloping a 
formal theoretical fra:iiev;ork for the education . industry sitdlar to 
the National Income Accounts of the United States economy. 



A formal theorotlcal frar.icwork which cijK'cifics tlie si£nificant 
social and econovAc iiulicator.s' cf grov.'th nnd dcvcl opnient in the 
education industry would allov^ for tlie efficient collecticn, evalu- 
ation, and disseminal' ion of inforr^ation necessary for effective 
decision naking involvin^^ the future growth and developr.ent of this 
incrcasin<;;ly important sector of our econor,iy. Without Sottas sort of 
franevork, several problems arise wlien :ittciT;ptin8 to draw conclusions 
based on a vast body of discontinuous and inforirjally organized statis- 
tical data. Upon completing priiv.ary research concerning the acquisi- 
tion and allocation of educational resources, ve have observed that 
,raw data dealing with the education industry is characteristic of 
the problems which arise from collecting data without a fornal 
theoretical frainew^ork. 

Much of the raw statistical data on education is collected by 
the Mational Center for Education Statistics. This information is 
the prinaiy data base for the publications of several organisations 
other than the National Center.^ Although a great deal of the 
information is the sai.ie there is some variance in the actual statis- 
tics.. For any individual statifitic the variance is minor, however 
numerous differences throughout tliese sources of information force 
the researcher to question the consistency of the data, and the 
significance of changes in various statistical information. Some 
of the inconsistency between these studies arises out of different 
accounting techniques. For ey.a:?.ple, one report may include librarians 
under adninlstrative staif, while another counts librarians along 
with teachers. One study \:>£ tlie statistical inconsisrency in education 

^ " ^Kankinr.?^ of tht> St .tos, 1971 . K(isea3'ch Division, K'ational 




data i.ndicnLcd rliat: Lhci^o variances i;:ay ranf;c Iron ten l;o loity percent, 
The deccuLral i^i^J charactca* of the education industry ;3in:o [lives rise 
to the necessity of collecting; data at t!ic state and district levels 
increasing the possibility of data incoiir^istoncy caused by differing 
account5.n{] techniques. 

When dealing v:i.th questions of equity and efficiency in obtaining 
and alJocating education resources, the researcher is not only intei'- 
eslied in tho variation in expenditures between states but in the vari- 
ation v/ithin states and vitliin districts. VJIiile iDuch of this data nay 
exist, it is not readily available to the interested researcher. In 
the case of within district variation, this infonnation appears to be 
virtually nonexistent. Although it is useful to note the difference 
between expenditures per pupil in Mississippi and in Mew York, it 

vould probably be more valucible to knov the variance in e:-;penditures 

3 

per pupil betvecn tv:o schools v:ithin a school district. These 
Indications of gaps in the data base arise out of an cconOiiiist ' s 
approach to the problems of education. If one includes others who 
are concerned with the development of the education industry, the 
information gap must surely v7iden. Kdncators, sociologists, psy- 
chologists, legislators, superintendents, school boards, tir/payers, 
etc, , all have their biases in the types of inf oruntion necessary 
for effeclivc decision making. 

There is a basic problem concerning the collection and organi- 
zation of existing education statistics, A significant ainount of 



.^Conclusion of an unpublished study done by the Nationrtl Center 
for Higher Kducation Manager.icnt System, 
O 

NCKS is attempting to gather data in this area. 



state flud district dnLa is conpilcd by .stale and local govenuuents , and 
private organizations. Much of the data v;hich filters to the national 
level has been worked into aRcrei;ate form, while (after looking at KCES 
publications) other inforniation docs not appear tc reach the National 
Center. Without going through a long and involved process of search, it 
appears to be virtually iiupossible to obtain information of relationships 
existing within states and districts. The National Center attempts to 
get some local statistical information directly through sampling tech- 
niques, i.e., sampling 20 school districts in the twenty largest cities 
in the U. S. Such research appears to be a step in the right direction. 

Even if the resources devoted to gathering education statistics 
were unlimited, increased education data within the existing frame- 
work v;ill only enlarge the size of the problcMn. Wiat is necessary in 
this area is not so much to increase the quantity of data, but rather 
the quality of the statistical information. 

In order to renedy what appears to be statistical chaosp'we propose 
that research be conducted with respect to the possible developnent of 
a theoretical framev;ork which will allow for more efficient evaluation, 
cojLlection and dissemination of education information. Ivhat the 
education industry needs is a set of education accounts which develop 
key . social and econor.lc indicators of the directions in v:hich the 
industry is moving as a uholeTj Prior to the ostablishnent of the 
National Income Accounts for studying tlie gross national produce, the 
organi:'.atlon of empirical data ir.ade prinary research dealing with the 
U. S. economy a cumbersome and frustrating tank. Much of the necessary 
data existed but was not or*ganixed on the basis of an overall theoretical 
ny/^iiacwork. The establishment of the National Income Accounts by Simon 



Ku2iietr. provided the noco^^saicy oryani7.ational structure for statistical 
information prGvM(lin<; tlic bai;is for conr.iracuc ordcrir.- of lonp-run data. 
The National Incouic Accounts have taken a va;3t body of raw ccononic data 
characteristic of a coir.plcx indu.strialixed ccono::;y and }iave or^'Cinized 
this data in a v;ay v;hicli allows the researcher to obsorve the overall 
£rov;th of the econonry as the outcome of the development of individual 
econonic sectors. 

Part of the reasc;i why a tlieoretici.l fraizeworl; has not been fonnu-- 
latcd for the education industry arises out of the difficulty cf A' 
measuring educational output. Vfnat does the education industry produce? 
There is no doubt that the education industry iir.proves the quality of 
the l<ibor force. This iiuprovement is reflected in the increasing out^ 
put of the private sector, however, froia the economic point of view, 
hov7 do \:c isolate the grov^th in private sector output attributable to 
the education industry? Even if we had a precise measure of educa- 
tion's contribution to gross national product, those responsible for 
producing education will indicate that increasing productivi'*:y is but 
one of several goals of the educ^itibn industry. Along with tl/e cogni- 
tive goals of the system, there is increasing concern v;ith respect to 
the identification and achievement of affective goals. 

Any serious attcjiipt to formulate a tlieoretical framework for the 
education induiitry must first isolate what are the kay factors necessary 
for evaluating the success or failure of the education systcri. A first 
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Previous work in this area has been done by lieclicr, VJeisbrod and 
others. 

^Research in the r.easuroir^ent of affective as v;ell as coj;nitive 
goals is currently being conducrcid by i'rofc?s<:ov Mushki.n at Georgetown 
O niveruity thi.tnjj;Ji a grant provided by tlio »iational Center of 
ERJCducational SCati:;tics. 



step would be to ascertain what information those involved in the 
education sector v;oul{l need in order to identify pos5?ible distortions 
in education. This v;ould involve n sar.ipling of educators, le^^islators , 
superintendents, school boards, etc., in order to detc-mine the type of 
information necessary for ulfective decision inakinc. It is possible 
that much of this data already exists, but it is also important to 
detcrjnine the gaps in the data base as seen by those who are forced to 
make decisions based on existing information. 

Once the education indicators are :Ldentif ied and developed 
within a larger theoretical framework, collection, evaluation and 
dissemiutition of education information is of prinary concern. The 
collection of education data should be administered by the National 
Center, which should set do\;n specific guideline s for the data neces- 
sary to complete the education; accounts, Basic data would be 
gathered at the local level and passed on to the National Center. 
As a result of the theoretical framev;ork, only the most significant 
information will be collected, thus increasing the efficiency of the 
National Center v;hich is required, of course, to v?ork within the con- 
straints imposed by a limited budget. 

Funds released by no longer collecting and duplicating unneces- 
ary data way be channeled into increasing the responsibility of the 
National Center for evaluation and dissonination of education 
information. An invaluable service of the federal govern^:^ent has 

0 

been their analysis and evaluation of the state of the econon*y based 
on the national income statistics. Publications such as the Survey 
of Current Business provide. a useful interpretive data source. 



- 92 - 



Focusing on rpccific .ispc'Cts jf the national incor.e statistics in 
various issues of thij? publication, ovar a porioJ of years, allou's 
for continuity and consist c^ncy in the presentation and evaluation of 
the state of the econoniy. A possible National Centt-r data source 
could be *Vv Survey of Currant Education/* After a fev years, educa- 
.tion static ticii would exhibit a siniilar degree of consistency as 
national income statistics. 

In addition to providing a reliable data source, "A Survey of 
Current Education" would enhance the availability of education 
inforiuation* Although this publication would coir.e fron the Kational 
Center, several regional information centers could be established 
whose primary' responsibility v.-ill be the dissemination of region 
infoviMtion (along v/ith the collection of data for tlie Kational. 
Center) . 

Recognizing the problems involved in interpreting existing 
education statistics gathered without a formal theoretical frame- 
work, research should first be concei'ned with putting the educa- 
tion a-^counts in order, followed by a specific proposal dealing 
with the operational problems of collection, evaluation and dis- 
semination of edacation information. 
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V. A rjiorof^i:)) rRO(;ii.\M yor kull-costixg of higiikr kdvcation 



Abstract 

Full~costins of graduate and undergraduate education in conjunc- 
tion with a liberal loan policy is recoiOTendcd. Full-cost price is 
rationalized in terms of efficiency, equity, consumer choice and 
savings of state tax revenue. 

The liberal loan proposal calls for granting of long-term loans 
up to 40 years — unsubsidizcd loans sponsored by participating state 
govern:ncnts from their current allocation to higher education. The 
rcjpayn-jc i**' of the loans would be administered ar the Federal level, 
through the incov.ie tax systcva with the income returned to the state* 

The benefits of such a proposal will be to reduce the state's 
financial commitment to higlicr education, while maintaining its 
level, to allow lover income, high ability groups to continue their 
education, and to give private institutions a much needed financial 
booot. 



Tliorc api)onr5: to he a r.inallcr d j.vor![;ovice 1)cLv;fcn rhc i;oo.i;3l and 

privates bcncfiiis in lii^^hor otlucalion tlian in e] e:r.ont:£:i y or iicc.ondnry 

education; liove.vcr, tho difference bo.r.ween the private costs and 

social costs for hi^lior education seeiu si^^nif icant. Currently, society 

pays a large part of the direct costs of hi[;lier education while a largo 

part of the returns accrue directly to tlie individual in the form of 

I 

higlier earnings, greater cont'.ur.iption , enjoyr.ent of leisure, etc. On 

the other har.d,, expenditures on higher education are likely to be belot.' 

the opti:::al level, because tlie coOTiunity v:ithin which the education 

expenditure takes place v;ould expect sor.e of tho£;e \:hora they invest in 

to niigraVe the conmunity, therefore losing the benefits of this invest- 
1 



men t . 



The student should be willing to bear the full cost of his higher ) .^'V*. 

* .A 



education since i1: is tlic student who receives the benefits (consurnn- 
tion or income gains) from education. Of course, the benefits do not 
accrue to the individual immediately, but rather they accrue over his 
lifetime. Since hu:^an ^financial capita] irarkets are inperfect, then 
it is difficult for students to obtain loans to- invest in then^seJ.ves 
since they l)ave no collateral; non-opti-nality occurs unless sorr.e 
financial arj'angeir.ents can be nade. Q?e propose money loans through 
the states to anyone wishing to pursue higher education, and that 
these loans be paid back througli the Federal income tax system. \ 
One otpvious advantage of this system v:ould be tliat it provides the 
possibility of greater resources being available to finance elemen- 
tary and secondary education v;here there is a greater divergence 
between private and social benefits and costs. 



.V 



pn|/-- ^Wc'ifjbrod, "(;c'o;;rnplu.r. Hpinover Kffcct;,- r.nd L)io Allocntion of 
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K(»,.f'ss;?rv }liV::r-nrch 

The major objections to fuli-cont pricing of undt^rgrnduvito and 
graduate! education and the extent to which their validity would r,odi£y 
the proposal must be considered. 

The juajor reason given for keeping tui.tion low has been that thcr«?. 
are externalities- associated v.vitli undergraduate and graduate education^ 
•vhlch would not accrue to the soct -^ty without the state subsidising the 
cost. Tliese externalities are such things as: helping students find 
careers; 'inproving citixensliip; reducing crime; providing leadership; 
subsidizing occupations which pay below wages and salaries iu relation 

to contp^^rable occupations; ir.proving hoir.c care and training of children, 

, 3 
etc» 

As one reviews this, or even the e:-:pai^ded list of externalities, 
it Is difficult to sse hov? they v:ould differ in terms of what the 
external gains vrhich the standard high school education is alleged to 
generate^ This is not to say these gains do not exist; there my be 
some marginal gains of undergraduate education of the type described 



2 

Because of tiir.e constraints, we will liirJt our discussion only 
to instructional costs, net to costs which would be attributed to 
research and developir.or.t or other activities carried on by a univer- 
sity which are not related to instruction. 

3 

This is a partial listing fron H. Bowen, "Finance and the Ains 
of American Higher Kducation," in Y i n :^ n c i n f ! 1 ^? p. i-. r VA u c a t j o n , M.D. 
Oi-wig, ed. (Iowa City, Iowa: American CoiJe;^e Testing iO\;;:ra:n» 1971). 
Hereafter cited as FjiH. He arj^ues against the position rahen here in 
the above article and in *^Tui tions ' and Stijdcnt Loans in the Finance 
of Higher I-ducation , U» S. Congress, Joint T-conoiaic Co::.nii ttec , The 
Econopdcs and Financing of Higher Education in the United Staies» 
91st Congref>s, 1st session, 1969. Hereafter cited as JKC . 

'*The possible exception to tiiis line of argur.;onr Is the increase 
in economic gro'.vth >;t/norat*id by education, hut this incri-aKC jr.-^y be 
obtained in a ruoro i^fficicnt manner. See K. liolten, "J he :':conoi;.ics 
O id Public 'rinanciiii'. of !UgIier Kducation: an Overview,*' In JJX, p« 34 
ERJCiB, for a coiiipJuti! discujjsion. of the externa] il ics associate d with 



which no one, to our knou»lo(Ii;o, h;is atlCMMptcd to irecMf^uie or o.vcn 
determine if thoy do occur. ^ A*: juncture,* it nppo.ars that, the 

burden of proof is on those who foci ther:c externalities exist, wind 
in addition, to sliow t!iat hip,hor education is the i:\o3\: efficient way 
that these social goals can be produced by tlie society,^ 
Advanta<;cs of Vw l ] Cosllne 

Currently, many of tl^ose receiving the benefits of the education 
subsidies can, afford to pay for their education, but attended the 
state * universities because they are under-priced in comparison with 
the private institutions. A recent study found that if tuitions w»ere 
lowered at public institutions, relatively nore students froin the upper 
SES (Social Economic Status) tlian from the lower SES would be attracted 
to these institutions,' In other v;ords, tlie higher income groups sub- / 
stitute public for private education when the relative price is lower, 
but the lower income groups are still not in a position to take advan- 
tage of this saving. 



>L Onv.'ig, "Summari^.ing the Issues," in HIE, p. 33G, P» Feldnan 
and S. Hcenack, "Private Demand for Hi^^her Edvicaticn," in Jr!C, p, 393. 
This would be an interesting area to which to apply benefit-cost analysis 
If it were found that the social gains did outweigh the social costs, 
this would lend support to the belief that undergraduate education 
should be sub5;ld zed, but only to the extent that the private benc-fits 
and costs diverge fron: the social benefits and costs. The authors find 
it hard to believe that this differencia is currently measured by the 
level of- subsidy which now takes place at state colleges and universi- 
ties throughout lha country, 

^E.g., it has often been adjudged that education v^ill reduce the 
cost of cringe to the society, Ribich, v e r t a n d D s c r i ir. i :\ at i c n 
(Broo'Kings ln:-:l:itute, 1960), showed that: the bc-nefits of crlir.e reduc- \> 
tion are negligible coi::pared to the cost involved in achieving this 
goal through education. He was dealing with elenentary education and 
the figures were rough and reaiiy, but it points out the problem involved 
with accepted externalities,^ Tliat is, there arc inany r.ctl.ods by which 
to achieve a particular goal, but until one knov/s ho;: eflrctively one 
is reaching a goal through a specific i:.ea5ure, ho h;jd botitjr tread 
lightly. See V.'. L. HrniiU'ri and ]>. V'cusbrod, "A N'ew Approi-ch to Jllglier 
Kducation Finance," in jPjjK, p, 132, for an interesting discussion of 
j^^si point. 
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I Source: iJerls, Robert I)., "h'ij'.hcr Education Opportunity and Achieverant in 
^ United States JKC, p. 150. 



It in a coiinnon i:).isco)icej)l*ion t:o a5>aun:c lliat 5t:iidiM)t:s U'il:h hir.li 
ability will be able Lo altonci institutions of hif^hor ],earnins vjith 
little or no difficulty bccaur.c of the, low tuition, loans and scholar- 
ships. This is simply not the case. Studies have showii that wliilo 
a relatively larger share of the higher ability groups in tlie lower 
SES group attend colleges, the population attending is still very 
much lower than those in the highest income groups with sirailar 
ability rankings. A sumiaary of some of these findings froi:^ the 

o 

Project Talent Data is presented in figure 1, v;tiere for exaTuple, the 
highest SES in the fourth ability quintile (lowest ^DZ to 20%) still 
has a higher probability of attending college than individuals in the 
highest ability quintile (100% to 80%) in the lov;est SES.^ There is 



soTue evidence to suggest that the reason potential students do not 



attend college is th ev cannot a fford the cost. In addition to the 
high ability students v;ho do not attend because of moderate income 
or the inability to borrow, soir.e students may be forced to leave 



or may have financial probler^s which create an academic situation 
that forces thom out of the university. 



The graph is adapted fron R. Berls, '*An Exploration of the 
Determinates of Effectiveness in Higher Education/* in JEC > p., 150, 
who took his data fror.i the Project Talent. For additional evidence 
in the relationship between the incxd.::aces of college attendance 
and income distribution^ 5;ee C. Jcncks , "Social Stratification and 
lUgh.er Education," in Y\\:i \ Hansen and Weisbrod, Kev Approach/' 
and \L L. Hansen and V.'eisbrod, "The Distribution of Costs and 
Direct i:enefits of i'ublic Higher l-diication: The Case of California, 
Journal of H uv;:\n 'Re? Qv^rccs j S p r i n g , 1 9 6 9* v 

For a countorview,* see H* Bowen, in FHE, p. 160^ although he 
O jes not present a strong analytical case and no c:r;pjrical case. 



while making satisfactory progress because of financial difficulty 
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The ar{;ui:iCMit: usutilly advanced for low tuitions and public 
instituLioii.s is that the poor-hut--able will be enabled to attend Is 
inconsistent with data on SHS and enrollment. Instead the indivi- 
duals who benefit from the subsidies to education are precisely those 
individuals v;ho could pay the cost, particularly if a liberal loan 
system existed. Thus, full-costing of hi{;her education would shift 
the burden of the cost from those who, through the regressive nature 
of the tax system that finances these institutions (see section B.2, 
d.) to those who receive the primary benefits of this subsidy. 

Full costing of education in combination with loan scheme would 
promote the existence of much wider range of the schools from which 
prople could choose. This v;ould eliminate the dual price system 
between private and public schools, \;ith the result tliat the continued 
existence of private schools may be encojraged. In fact, this may 
be critical to their existence since the differential in public and 
private tuition has been increasing in the last 15 years, 

The opening up of a more active competition between the public 
and. private institutions of higher education v;ould probably result 
in benefits to both groups. 

Misallocation of resources is less likely to occur with full 
costing of higher education. The student will not tend to over- t 



invest, by spending more tine at the university th^in is optimal. 
The society saves the direct cost of the entire education and the 
indirect costs of the lost productivity of the student. Further, 
because the students v;ould be paying the full cost of their 



\ 



FRIP Clurman, ^*!)oes Hij;her Education Need More Money,'* in J EC , 

SSfe!^ 29. and ff. ior a fuller discussion of the dual price sysLen 



cducntion, it is very likely to create pressure on the schools to 
produce r.ore efficicmtly. ' .^'"^ / 

Oil the other hnnd, tho amount of the subsidii^ntion given to ry 



the university under the present schene may be belov optimal if ' i^'''^^'' 

) 



11 \ V'" 

the region expects those vhom it educates to nigra te from the area, \ -V' 



In fact, this vould explain, in part the rationale for the 

distinction betvjecn in-state and out-of-state tuition at public 
colle[;es a.'-d universities under the assur.ption that the in -staters 
are more likely to renain in tne state than out-of-staters after 
the coiTipletion of their education. This under investr.ent by the 
state may tend to counter the student's tendency to over-invest in 
his educatl^on. The precise outcome is not deterniincite because we 
do not know the magnitudes involved. This is the nature of the 
problem of a quasi-public good. Full-ccst pricing i:ould cli:;.inate 
this difficulty. 

Receipt and Kxncnditiire Struct ure in Hieher Education 

Tuition accounts for approximately 13 to 21 percent of the 
income of public colleges, depending on v:liether auxiliary enter- 
prise of the institutions are included. For private institutions, 
the couiparable figures are 30 to 53 percent. The bulk of the 
remaining funds for public schools are obtained through state 
sources J to 55 percent wliile private institutions only receive 
.1 to 2.0 percent from this source. The total sources from all 
governments » excluding organized research, is between 50 to 72 
percent for the public institutions as compared with 5 to 8 



O „ Wcisbrod; if VJcisbrod's thesis is correct, it would argue 
ERJC : more nationa] assistance at every Jevel for tiiotie states that 
™"n^vo a significant amount of oui: mi);ratJon. 



percent: for the public in.siit.ut.ions as compared with 5 to S percent 
for the private ins l.i tut ions . 

These sources J of course, do not acconnt for all of tha sources 
of funds, but they indicate the nature of the changes which would 
take place if the proposed full-cost pricing of collage education 
would take place. Because of the diversity of sources of funds 
without this plan, careful consideration should be [^iven to coripet- 
itive disadvantages to public institutions under a full-cost plan 
produced by endowr.ent funds, private gifts, and siriilar items vrhich 
vould be available to the private schools, but not as readily avail- 
able to the public schools Currently, public institutions receive 
3 percent of their income fron endouTnent earnings and gifts while 
private school5> receive from 16 to 24 percent of their income froa 
these sources. 

Current expenditure per student is about $1,477 for pi^ivate 

institutions as compared vjith $1,161 for the public institutions. 

Expenditure per student is l^igher- in"private institutions than in 

14 

public institutions. In general, the universities spent r.ore 
than 4-year colleges and both spent more than two-year colleges- 
In the full--cost schene proposed here, tuition should cover this 
cost, plus the studen't sjare of the capital costs* In addition, 



1? 

\K. Jiolton, Ji:C, pp. ]6-17. All estimates are for 1965-1966. 
The variation is; duo to the Inclusion or exclusion of auxiliary 
enterprises, such as cafeterias, dorinitories , etc., as part of 
the incorae of the institutions. 

13 

liolton, p. 17. , 

^*Bolton, p- 19. This docs not njor'n the student in the public 
O atitution receives an inferior cdvication, because there nay be 
EKjConoraies to .scale in the public institutions. 
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this cost, .sliould not ho averaj'.od ovor i;evcral in.stituticMis r,ay, 
the state as some authors have prcpor.cd, but ratlier sliould be 
calculated institution by -institution, or at the very least by 
type of institution; i. e. , tvo-year, four-^year, university. 



The ar^'AUi-cnt for loann ralhor than p^rants foHovG froir. the. previous 
ar}\un)enl:s, Tlje stuclant vho benefits nhould be I'he r.Uiulcnt vho pays. If 



grants arc given, tlicre will ho. a tcnrlency to over-.subscribe vo unnended 

0 



education by the students receiving the j»ranti=s , '''^ In addition there is 



not- the incentive to produce vith f>rants and subsidies that would exist 
if they had to finance the full cost of their education. 

Today, loan^-and scholarships are rtade on a selective bas5is; the 
applicant inust usually prove both need and ability in ordc-.r to secure the 
loan or grant. One study found, paradoxically* that loans and p.rants tend 
not to get to the SKS groups vOu) need them most, that is the lover SES 
groups vith very hij'.h ability."^^ 
life Propor:''il 

Loans should be made available to anyone desiring tlien: in an a:r40unt 
to cover the full coHt of tuition, books and other expenses, pluts a portio 
of the opportunity cost; that is, the income the student forp.oes because 
he is attending college, Tlie "need criterion" can be avoided by -charging 
the current rate of interest on the loans. It is iir.oortant that the 



* One of the authors heard repeated complaints v:hile at the City 
University of Nov Vorh lltat the only li?:.e the student recoivins: ysrznts 
VK}uld cor.(i to the coMej?,e is v;hen he iiad to pick up a chech. The same 
coniplainls wore hoard fro:n instructors in a soecii'il pro^^ra.r. at Che Univer- 
sity of Orej'.on, This could be an area of invesf.if^ation vniich has been 
over-'loclicd. In r;.o<;t cva]uaLi(»ns cf conipen^^atory prDp,ra:;s3 that .ve are 
av;are of researchers have not exar.ined the relation hetv-een ;:rade point 
average and attendance ixud the latter variables relationship to the 
type of financinji of tlio students* education. 



16, 



'd. Soyal "'Kquif-y' versus ' Kf fJciency' in )5ij;liGr Muccition" , .TJ^, 
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intorosl: not l>c juibsidiiunl by tho s;ovcrn;^icni: , vhlch voulil tend to cnuj;o 

^distortion.s in tbo marl-.ct^ and rai.so tl;c objections of subsidi::ation vhich 

wc discussed ear.liDr. However, tlvj intcrost charges may vary over the 

terms of the loan, depcndin}*, on the. prevailin}; narket. Tills vould allov? 

for uniform Tepa\nuents, This vould avoid questions such as' the deuer- 

mination of vjho is an c^T^ancioated iTiinor, vhat should be the parents' 

"pi^oper contributions," etc, 

.The teri^ of the lonns should be long enough not to irinose an undue 

' 18 

burden on the Icndee, e.g., 25 to 35 years. Obviously, not everyone 

receives the sane gains fron the investr.ent in education, hut we do not 

foel this is a reason for poolinp, the debt of all those vho borrov noney, 

19 

as some people have proposed. There appears to be no cogent reason 
\A\y an individual should be penalized for rriakinf^ an above average incon>e 
|for his education level by absorbing the risk of other people^ s loans, 
(This is not to say that people vho nake below the average inco;rie leve] 
for their education should not have their debt subsidir.ed to soir.e degree. 
See the discussion belov;.) However, we would suggest that a mininun incorr.e 
be attained by the borrower before the loan tiust be repaid. 



Kecent literature in the area of index linked interest rates may 
be applied here. See **Index-linV.ed Loans: Part II" Monthly Rfeviev, 
Koveinber 1971, Federal Rcj^crve 3ank of Kansas City. 

18 ? 

' See Robert W, l^arf.^nn, "Loans for Students", FIH^^ for debt levels 
associated with various terns, interest rates, and repayr.ent plans. The 
Carnegie Coifu-nission has recor..7:endc.d loans up to 30 or /^O years. 

19 

'K.G.> Yickery, "A Proposal for Student Leans," in S. Mushkin 

(ed.), KconoTiucs of Hjn r. o.r Kducatif^n (v:ashinp,ton , D»C.: Departinent ol ItiZV:, 
1962.) ^ ' 



In orckn; to buJIi) t)iO finid quickly :\w(S to ImvR V.Ikokd vhor.i the bonafit-s 

accrue to cnrlv in llufir tarc'crs, tlur locuis sh.ould be paid bnck at a rale 

whicli is pro{;rcssivc v^itl^ incrcn.ses in incone. This could l^e luinclecl 

asjs;ay, a onc^ percent surt:t>: on the current l-oc!eral Incorjc Tax, 

Although the loans v;oulcl ha given hy the statos, the Tederal Tncorc 

Ta>: should he used to collect th.e loans. This v:oulcl have the foHov:inp, 

advantajjes: the administrative ripparatus is readily available; a surtax 

Insures progressive repayment; with a ininiruim incope level before repayr.ent 

bej;ins; mip^ration of graduates vould not have to concern the states; and 

it vould riinir.u7.e the problems connected vith non-repayment. 

All people do not teccive the saiTie income benefits of education. For 

20 

example, Paul M. Siegel has shovn that the blacks earn sif-nif icantly 

lov;er returns for every education level than p.ale v;hites, Tliis is vmdoubtecly 

due to discr Launation. In order to avoid placing an undue burden on an 

^individual \-:ho earns belcv the averaf^e return because of diner ir.inal. ion 

or other reascn:=, ve su[;gest that tl'ia loan nutor.atically terrainate aftc-.r 

21 

a given number of years. Some number of years after "the average^' 
individual vould have paid back the loan. For example » if it vere expected 
that the averaj^e earnings of the vhite male V70uld enable him to pay back 



20 

See Faul M. Sie^el, "On the Cost of Beinj? a Me^rOj" ^'ijL- 
jirv, 33, no. 1 (Winter, 1905), Also, Giora Hanoch, "'''An 

Econor.iic Analy5;is of Tsmin;',^: and ScVioolinju" T he J eurn a] of j^:::.;!:! R esources, 
II, No. 3 (Su-iner, 1967), 311-323, 

21 

Some people may ob]cct to tliis provision haviny^ jn mind the "V.ir^pv" 
or the alike v:ho v;ou.ld not u'ie his education once he received it, but v:e 
view tluj numbiir of indivjdua3s in this catef^.ory as negli^'^ible . 



4 



a loan within 25 years all locms in this cnl:e};ory \\'\ii\hl terralnalG after 
22 

30 years. 

Full-costing of hif^hor education will ninkc the decision as to 
whether or not an individual sliould invent in educatlon^his ov:n,and to sone 
extent that individual will have to abisorb the risk of whotl;er or not 
It v/ill pay off. But it seems clear that the student: is in a far better 
position to judge thi:; risk than is Ko:ne second party who vould make 
the' decision* For the second party can easily nake judr,eTiient errors. 
The tux) raost important: ones being either investing in sor.eone vho does 
not succeed or not investing in soDieone vho v;ould succeed. In both 
cases, the society loses. Either the direct money outlays in the first 
case, or unutili^ied potential in the second. 

Loans should be given by the state. In the standard financial 
marhets, the poUDntial 5n'udent v;o\ild be unable to scfcure a loan for the 
reason that the financial institution v:ould not want to bear the risk 
that (1) the student might earn below average incone fo^ his educational 
status or (2) he might not repay the loan and the bank cannot taku back 
the investr.ent item (i.e., education) to obtain son^^e of its r.oney. The 
student is unable to offer himself as collateral because of the laws 
against involuntary servitude. But the primary compellinfj reason that - 
public loan facilities are advocated is the unique nature of hu:nan capital. 
With physical capital, if a profitable opportunity exists for investnent, 

22 

For a discut'sion of this concept, see A. Danyere, "The Benefits 
and Co&ts of Alternative Federal rrop.rar^.s of Finrmcial Aid to College 
Students, w[I^C, pp. 5S1~5S3. rca* alternative loan sclK-n-.es also see K. 
liartinan, anci 7.ac]):u"is, "Kducatlonn] Opnortunity Thrcur;h Student Loans; 
An Approach to }li«;h.er liducation Finance'^ and A. Danyc-Yi'.. See ?ilso 

Charles C. Kiilinjjsworth , testir.ony to the I'nired ytate:s Senate on r.:-plcv/- 
went of Manpov?cr, Septpr.ber 21), ]^)63. Alro, J/v: Jor 

Presidential Addreus to the r.conoiriic Sociciy of Miclii;',an (r>'oV), r.ir.eo. 
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onc! person nay ba turmul dov:n by the haul; for a lonu t:o invest jn it; 
^j^owwor, bocau.su tlu^ invostvicnv. J 5: profitable, the invcstncnu will bo 
mndo by rjoneonc. It will not bn lost to society. This is not true of 
'hninan capital. If «i pcrr>on is unable to secure a loan in hir.f^olf, this 
potential for the society is lo.st forever and tht society is that 
much poorer for its decision. 

The funds for the loan program could coir.e fron tl^.e current alloca- 
tion made by tlie state to the public colleges and universities in the suate. 
Because the tuition vould cover the full cost of instruction the colleges 
and universities vould v.o longer need this allocation. It is doubtful 
whether all the ir.cnoy currently allocated to tne colleges vv^uld have to 
be used for the loan fund. V'eisbrod and ilanscn estir\ited thar for Wisconsin, 

the state v;ould save betvjeen 38 and 28 rr.illion dollars through such a 
23 

cheme. 

These are only the initial gains vhich vould accrue annually » 
There v.'ould also be the additional gain of fundcJ returned frc:ri tV*e borrov:ers 
in later years, vhich in turn could refinance additional generations of 
students. This gain could be estinated by examining the rate of return 
to education for the potential borrov;ers. 
Effe cts r;n d 7r,plicf . tion s 

The most obvious effect of the proposed system v/ould be that it 
v;ould free resources of the state not only initially^ hut increasingly 
throughout the years for uses in other inportant educational areas, some 
of v/hicli are indicated in the body of this report. 



23 

' FHK, op> cit . , p. 130, Thciir proposal differs fron the one considered 
here, but clicir fi:;;:re c?.n serve as a puide to tiie cost of s;u(-h a nrograri. 

#hey advocate full-cor;t pricing; vith f'.rrji^.ts to tliose that cannot pay. 
ilo not consider th.e effects on graduate studv. 

ERIC 



. One; may expect a shift nv.»ay from tlie public institutions-* to the private 



insititutlons with tliifj chanf\e in policy as the Koldn.Tn «ind llocr.\ick study 



Velativoly more lov;er incoj^ie students may bcjxiu to attend collej»Gs and 
these students, for geoj>raphic reasons , would tend to enroll in public 
institutions, and private institutions x:ould not have the facilities to 
handle a rapid change in demand for seats* One would expect th.at the long 
run effects to be the growth of private institutions relative to public 
institutions. 

Demand my shift between institutions in different states; however, 
this problem could be handled through the admissions office, although 
again it may nave long-run implications. The input mix of the student 
would probably be more heterogeneous after- implementation of the proposed 
policy. The most serious effect one must consider before implementing 
feiis plan is the chanf^e in demand for both public and private hi;^her 
education. If a significant cliange is produced in either direction, 
particularly for a decrease, allowances should be made to alleviate the 
strain on the institution during the interim. 

Other considerations of such a f ull-cost-liberal loan policy should 

bci investigated before its implementation, Ouestions such as "Sliould 

different areas or subjects be charged differentially because of cost 

differences?" "Should lov:er division students be charged less because the 

cost is iov:er (and incidentally, where the university system fi.enerally 

determines v;ho are the poor academic risks)?" "Should counselors in high 

school be trained to provide information to the students on the returns to 

•hij»hcr education?", etc. 

" " ■ ^ - ----- ^ 

|l^^^'*Scc Fcld;;.an and Hoeii-nck, p, 383-3^9. 




lOiuts out. 



However, this cbringe vjould bo ameliorated by two forces: 




Suimnary 

The evidonco indicnttts tliat the initial impact of a plan of* full • 
cost pricing of hi^^hor education in conjunctior. with a liberal loan proprain 
would be to provide a saving to the state, Tliese initial j;ains would be 
expected to grow annually. The. additional gain of funds returned froirj tb.a 
borrov;ers in later years could be used to refinance additi'onal generations 
oT students. This gain could be estiinated by examining rates of return to 
education for potential borrovjers. Such a plan vjould contribute to an 
increase efficiency and the equity of the educational systeir., both 
internally and externally. 



KDIICATLON IN TllK KARLY YLARS 

^1^- ^^,>'C>bl^-^^^ ^^^^ AcUirc'.spcs 

That resources allocated to students of lev socio-econonic status 
(Si:S) in public clcncntnry nnd secondary schools axa clearly inferior in 
quantity 5 quality and diversity has been clearly docnr.ented. (See for 
example Janes Guthrie, ct, al,. Schools gnd Inequality ), An area of even 
greater inequality in education and training, liov:ever, exists at the pre- 
school level. A. high and increasing* nuniber of middle and upper class 
families, send their 3-5 year old children to pre-schools, v:hile almost 
none of the lov; SKS families do. Thus, some effort might be r.ade to at 
least move in the direction of closing this gap. Numerous factors may 
justify such action. Several important considerations are: 

(1) Countless studies show that the early years are inost important 
shaping a child's ability and attitude to\:ard learning. 

(2) Some of the current and proposed poverty programs v;ould be 
facilitated if mothers vere free to v:ork. 

(3) Some of the more successful pre-school programs for poverty 
children have the important by-product of the training of parents; 

(4) The scale of most pre-school pro[;rams is generally small 
enough to bring about a closer association betvreen parents, teachers and. 
children v^hicl: may increase tlie v;illinf;ness to finance increased educational 
effort, 

(5) Attempts to achieve complete district equality in elementary 
and secondary expenditures may result in a reduction of effort in the 
public seccor as affluent parents substiLuto private expenditures. Hence, 
more equality n\ay be realized by sotne combination of greater equality in 

^Expenditures combined v.dtli special pro^^rnms to improve the educational 
ERJC^tunity of the disadvantaj^ed . 



(6) Tho currci^l: 5n3rplur» of l:c\nc1uirr> tuny dnc.renr,t the 1 xlu^l il^ood tl;at 
^^jcli i\ \>xo\\rti\i v»ill fiiiccccid, woU providii^S, f-n:ployncnt . 
11 , Prcvi( nis y;cs orii'ch ami Jlovn .l_o^j^*-'*iU* in the ProM (^rn Arcv"^. 

Altliouj^h a {;rcial: deal lias bc!C.n ^rrittcn on alternative approaches 
to nursery and prc-schoo] prof;ra!ns (see Cor example Hand booh on For iT^ p.tivc. 
and Surrv.rative revaluation;^ o f SCiu i cnt h o arnin g by Bloor:^, llasuinns, and 
Madaus.) very little v7ork has biion done on alternative pre-school prof;raTr.B 
for the disadvantaged, Tlie Head Start proj;ram represents a unique cxperiirent 
in this direction^ but ir.ore work is ccrtninly required in this area. 
Prog rr-m Descript:ion 
. A. Goals and Objectives 

(1) To create 5;reater educational opportunity. 

(2) To experiment vrith alternative pre-school education r.odels for 
the disadvantaged. 

(3) To provide better link botv.'een son^e of the parents of the 
. disadvantased and the scriool system. 

(A) To examine increased v:ork effort (labor force participation 
changes if pre-schools are made available. 

B. Definition of the Progran; 

It is proposed that several alternative pre-school r.odels 

be tested in a particular city or group of cities (or regions) v;here 

there is a specific effort to evaluate alternative concepts of prc-school 

education and various input mixes of parents, para prof essionals^ and 

learning aids. Furtbermorc, one or more of these pre-school units should 

be carried out in the clorrientary school setting vrhere the follov? thirouglt 

in to hiifdergarden and elementary grades is possible. 



CRITICAL RKSKARCH XEI-DS 

The following are soTr.e of the areas that represent gaps in 
the existing; literature. Ue would like to urge N.I.E. to fund a 
large number of Ph.D. dissertations and post-doctoral fellowships 
in 'these areas. At a relatively small cost it may be possible to 
build a knov;ledge base that will make education progrcins ir.ore 
effective. 

1. Research in the area of learning behavior seems most 
needed. Clearly no useful theory on the learning process 
exists* 

2. The study of the school as a comnunity. The future may 
require that "instant'* coinmunities be developed in the 
school setting. Given the rate of change in migration, 
this time may not be too far off. Unless this research 

i 

is done, the school system will not be prepared to per- 
form this function. ^-'^ 

. 3. An exauiination of the recent and historical voting be- 
havior on bond issues could provide important insights. 



A study of production function in educatoon which utilizes lon^^i 
tudinal data, iis well as output measures in both the cog;nitive a 
affective domain seems particularly promising and represents a 
real "gap'* in the literature. 

A study of the effects of the elinination or changes in tenure 
arrangements in public education seems particularly iKi^ortant at 
this point. 

No sys-te:natic study defining education output exists. Can this 
gap be' filled? 

A study which integrates the contributions of physical and huran 
capital to aggregate economic performance could be useful. 
Several issues in manpov;ar planning win need soiiie attencicni' 
e.g-, occupational advising, surplus of college graduates and ^ 
Ph.D.'s in particular fields. 

A study of the irnplications of increasing leisure tiize on educa- 
tional curriculuis, school attendance, and resource allocation in 
education is also in our opinion, a high priority study. 
Re-exanine the role of the property tax in light of the recent 
California Supreme Court decision. (This is probably being done 
in Washington now.) 

Overview the re^iults fron the various performance contracting 
e>q)eri:nents as a basis for future policy in this regard. 
A .study of the role of teacher unions in educational spending 
and output determination. 

See attached note on "Critical Unkno\;ns in Equal i;iing Resources 
to Education: A Researcli Proposal.. 



CRITICAL UXKXDraS IN' EOUAl.I/ITNG RHSOUKCirS TO EDUCATION: 

A UlCSKAUCll PROPOSAL 



Critical Problnns to he. Addressed by Research 

Upon revievj of the litornture on oqualizatio\i, (in particular; 
^' >^chC)ols arc! 'Jnenualitv by Giitiu'lc, Kleindorfer, Levin, and 
Stouc; 2. Rl cl; ^' ci:r.-o 1 s , Poor S choo 1 s by Arthur Wise; 3. Xational 
Educavion Fiuanc -^c t ; a nd A . Vr iva te ypalt): and Public 
Edvic.Mtion by Cuons, CiunCj and Sujjarir.an) ve fin-d the foilcv;ing 
quCisLions unre.^joJ.ved. Furthornore, r^eaningful prograr.s in 
achicvin2 equaliiiation v:ill require rohjC investigation of these 
issues. 
• • 

A. Wiat differences in expenditure are consistent with equal educational 
opportunity? 

1, Econoinies of scale 
2» Price differentials 
3. Environ:nental factors 

A. Socio-econo::dc background of students and district 
5, Exceptional students 

h. Do not the current federal governnent prograns promote inequality? 
(Conflicting vievrs on this siibject exist in the literature: see 
Guthrie et» al, and KI:KP yolnv^e 5, for oxar.ples. ) 

C. Ivliat leveraj;e does the Federal governr;>ent have for achieving, 
equalization under alternative schor.es, and v;hat effects vill 
these alternatives have on educational outcor.es? Has the Federal 
government established priorities for alternative taxation nossibil- 
ities if the property tax is elirainated as the basis for supporting 
educational outlays? 

D. Is there any neaningful v:ay to define effort in financing education 

at the district level, particularly if the property tax is r.aintained? 

E. If complete equalization occurs for districts v:ithin a State, to 
what extent should the Federal p^overmnent equalize expenditures 
for education bervreen states? 

The Urgency of Solving These Problems 

A. The California SupretTie Court decision of Aup,ust 31, 1971 

B. j?uneroui; other court cases in various cities and states pertaining 
to the constitutionality of present educational financing proi^racs. 

Note: These cases nay bring forth a radical chanRc in the very 

near future, both in tlie financing, of education and the 

relative dollar expenditure per pupil. Answers to questions 
I.A, tliroujih I.E. v;ill then be i':o«t needed. 



II. 



(Continued) 



C. In rcifovnnco to qutistions related to I,A., the unequal purchnsinj; 
l)0\vHir of Die (lolkir r.ay be nost actuf*. in poverty arcjrus vheVG there* 
is a particular cri*;is rc^.^ulL.inf, fro;n: 

1. The relative educational cli'jadvantaj'.c in such, areas appears to 
be v;oran than ever before. 

2, Education i:*iay be a particularly effective way of alleviating 
unernployiy^ent , delinciucncy , etc, in the long run, 

l)if f icul tiej$ presently experienced in educational fundine^ nay 
be ba£;cd upon the rej;rossivity of the current taxation prora'aTTi 
and not upon dislike of tlie actual educational prograr.s, 

III. Research Strate^j: The nature of the conplex questions raised above 
will require! the asse:?.blcij;c of a r:iulti-di5;ciplined renin. Possible 
members vould include a lavjyer, an economist, an educational psychologist, 
and a sociologist. 
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scHOOi. Acn: I'oj'I.'lmiox and tot.m, axd imii^o-nt or ;:n:^oi.i..mk:-."]- vor 

K].KKL"n'AKY AaD SlXOl.'DAUY LDlJCA'l l.O:; IN' Till; I'lHTi:!) STATES 




Year 




]930 


1950 


1968 


Total School Ayo 
Elowcntary 


ropulaiion 


31,417 


30,163 


51,534 


Total Scliool Afje 

Kn rolled 
Eleincintary 
Secondary 


Populiition 


25,678 
21,279 
4,399 


25,111 
19,387 
5,725 


43,891 
31,642 
12,250 


Percent of Totiil 
Enrolled 


Population \ 


81.7% 


83.2% 


85.1% 



Source: Sta tu fa rd Hd ucatior. Alnianac: 19 71, editor-in-chief, Alvin Renetsky. 
Los Angfiles: Acadenic Media. Table 1, p. 26. 



TABLE 2 

SPECIFIC AGE POPULATION AND KKROLLME:;? FOR 
lilGHER EDUCATION- U THE UNITED STATES 

(1, dog's) 



Year 1930 1950 1968 



Population 18-24 


16,076 


22,787 


Enrollment 


2286.5 


692S.1 


Percent Enrolled 


14.2% 


30. 4;^ 




Source: St^andnrd Kducati on AVrin .nn.c: 1971 > edi tor-in-chi&f , Alvin Renetr.ky, 
Los Avii^clcs: Acade;nic Media. Table 87) p. 110* 



PUBLIC !lIGll-.SCIiOOL CRAJ)UAT]:s AS A PEJ^Cm: 01- rUi5Ll.C SCHOOL 



Low 



1962-63^ 1968-69^ 



1. 87.5 (Gal.) 93. it (Minn.) 

2. 85.5 (Minn.) 91.0 (Hawaii) 



U.S. 72.7 (U.S.) 78.8 (U.S.) 

r. . 57.4 (N.M.) 67.4 (N.C.) 

2. 56. S (Ga.) 63.7 (Ga.) 



RanUiii?;!: of the St at es, 196A . Research Division, National Education 
Association. Research Report 1964-Pd, Table 33, p. 25. 

Rnn kints of the S t£'te s, 19 70. Research Divlsior!, National Education 
Association. Research Report 1970-Rl, Table A8, p. 28. 



TAliLE 



TOTAL U.S. ILLITmCY lUTKS A:^:D SELECTKD state RiVl'ES 



Year 




1900 


1930 


1960 


Perfcent Illiterate 


V 








U.S. - 




11.3 


4.8 


2.4 


Alaska (llis'n) 




40.0 


20.5 


3.0 


Iowa (Low) 




2.7 


.9 


.7 


Louisiana (High) 




39.6 


15.1 


6.3 


Nebraska (Lov;) 




2.6 


1.3 


.9 



;ourcc: _Sj:nndrArd Educri tioa M :?,.:i\^ac.: 1971, editor-in-chief, Alvin Renet::ky. 
Los Angelos; Acaduiriic Madia. Table 13, p. 3A. 



TABLi; 3 



U.S. VOCATIONAL ENROLLXr-NT 



# 



Year 


1930 


1950 




Total Nu:uber of Students 


981,882 


3,36A,613 


7,533,936 


Nuabor of Students in Mon- 








Agriculture and Kon- 








Uone Econo!nics Training 


618,60/^ 


1,169,272 


A, 399,4^0 



Souice: Standa rd i-d uc;it ion AliTianac: _ 197 1, editor-in-chief, Alvin Senetzky. 
Los Angeles: Acadi^iaic Media. Tabic «'*2, p. 66. 



TABLli: 6 

MANPOWER !)EVCL0PME::T and T?u\INING act PR0G3^\M 
—ENROLLMi-KT, COKPLl-TIONS AKD r:MPLO\':'IE:rr 



Year 


1963 


1963 


Enrollraent Opportunities 


59,200 


229,900 


Enrollment 


34,100 


241,000 


Completions 


20,100 


164,200 


Obtained Er.iployment 


16,100 


127,500 



Source: U.S. Bureau of the Census, Stat^j. fit lea l Abstract of the Un ltC:d 
■ Str.tfcn: 19 70. (91st edition.) Washington. D. C, 1970. Table 20A, 
p. 133. 
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XAHLE 8 

U.S. EDUCATION INSTPa'CTIONAL STAFF AKD PUPIL/STAFF RATIOS 

(1,000's) 





Year 


ly JO 


ly ju 






Total Instructional Staff ^ 


880 


962 


2,071 




Supervisor • 


7 


9 


29 




. Principals 


31 


39 


86 




Teachers J Librarians, etc. 


8/*3 


914 


1,957 




Total Enrollment 


25,678 


25,111 


43,891 




Staff/Pupil Ratio 


1/29.2 


1/26.1 


1/21.2 




Super visor /Pupil Ratio 


1/3668 


1/2790 


1/1514 


• 


Frincipal/Pupil Katio 


1/828 


1/64/* 


1/510 




Teacher /Pupil Ratio 


1/30.5 


1/27.5 


1 1/22.4 



Source: Standa rd Educa tio n Alranac: 1971 . editor-in-chief, Alvin Renetzky. 
Los Angeles: Acadomic Media. Tabic 8, p. 30; Table 28, p. 55i 




r>3 

TA15LE 9 

(Rankinj;s of the States, 1970) 
Pupils per Teacher in J'ublic 'iltr.cnitary and Secondary Schools 

Fall 1959 ^ Fall 196S^ 

Low 

1. 18.1 (S.D.) 18.2 (S.D.) 

2. 19.1 (N.D.) [ 18.8 (Ore.) 
U.S.. * 23.8 (U.S.) 23.1 (U.S.) 
Hifili 

1. 30. A (Ark.) 26.5 (Ga., Tenn. ) 

2. 33.7 (Miss.) 27.6 (Utah) 



t Rankin;',.? of ittc St a tes. 1961 . Research Division, Matior.al Education Association. 

Research Report l&61-ja, Table 8, p. 10. 

Rankin jjs of the Sr.r:lc3, 1970. Research Division, National Education Association. 

Research Report 1970-Rl, Table 31, p. 20 
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TAlU.n 11 



TOTAL AND cuiiniiNT i:xri:NDiTu:ji:s VKR rvriL i.\ /jm in 
rui-.Lic i:].r.:!i:xrAKY A^.'u sr.coNijA-iY schools 
U.S. - si:l!:cti:d ylars 



Unadjusted Dollars 



Adjusted Dollars 
(1969-70 rurchasir.g Po'.:er) 



School Year 


Total 


Current 


Total 


Current 


1929-30 


§108 


$87 


$238 


$192 


19/.9-50 


259 


209 


^13 


333 


1967-68 


786 


658 


872 


730 


1969-70 . 


• . 926 


783 


926 


783 


Source: Strindard 


Education Alirnnac 


: 1971, editor-in-chief. 


Alvin Renetzky. 


Los Angeles: 


Academic .Media, 


Table 65, p. 83. 
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TOTAL rur.Lic lli:mi£:;'ia}!Y and siicoNXAir: i:dl'cation EXiniNinrurvK 
BY u:\n:i or govkunmlxt and totai, vlk pupil r,xi'nNi.uvf;'.!: 





(l,000\s) 






Year 


1930 


1950 


1963 


Total Public Elen.ontary 

fi Secondary Expenditure 

Federal 

State 
Local 


2, OSS, 557 
2,/*75 
353.670 
1,727,553 


5,/»37,0/t/i 
155,848 
2,165,689 
3,125,507 


31,903,06-i 
2,806,469 
12,275,556 

16,821,063 


Total expenditure per pupils; 
in ADA * 
• 1. Unadjusted $ 

2. Adjusted to 1969 $ 


108 
238 


259 
413 


786 
872 



Source: Stan d.-^rd Kducntion Al .r.a nac : 1971, editor-in-chief, A.lvin RenetzUv 
Los Anijelcs: Acaderdc Media. Table 28, p. 55. 

TABLE 13 

TOTAL PUBLIC HIGHER EDUCATION E.XPEisDITURE 
(1,000'g) 

Year 1930 1950 1968 



Total Public llinhGr 








Expenditure 


50 7,1/* 2 


2,2^5,661 


16,565,909 



Source: Standard Education Alnanac: 1971 , editor-in-chief, Alvin Renetzky. 
Los Angeles: Academic -ledia. Table SO, p. 10^. 

TABLE J 4 

TOTAL PUIiLIC AND PRIVATE EDUCATION EXPi:NDITURC 
AND PERCE.^JTAGE S!L\RE OF GNP SPENT ON EDUCATICN" 

(1,000's) 



Year 


1930 


1950 


1968 


TotaJ, Public 6 Private 








Expenditure 


3,234 


8,796 


5/i,9G0 


Percent of CNP 


3.1% 


3. 4% 


7.0% 



Source: Standard E'iuc at J on ' Alr.anac ; 1971, editor-in-chief, Alvin UenetzUy. 
Los Auijeloji: Acadonic Jiedia, Table 21, p. 40. 
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TABLE 16. KOKRI-SlDLNTIAl, niO}>i:>VrY TAX!".S AS A PEKCENTAC!: OF 

mo>ji:y iNcoMn JU'roRM 'rA>:::s in vakioi's studii:s.-< 



INCOME CLASS 


United States 


Minnesota 
195/*^ 


1956C 


U'iscc:^ 


Lgss than SI 000 


3.2% 







u 6/*: 


$1,000-$? 000 


1 8 


5.3 




3 5 


2 000-3 000 


16 


3 2 


2 3 




3.000-. i\ 000 


1.5 


2 1 


1*9 


2 ^< 


4 000- 5 oon 




2 0 


JL • 


1 S 


5,000- 6,000 ' 








1.7 


5,000- 7,000 








1.4 




•5,000- 7,500 


1.5 








6,000- 7,500 








1.6 


7,000-10,000 






1.2 




7,500-10,000 


1.8 


3.2 




1.6 


Over $10,000 





5.2 


1.7 


2.4 


All classes 


1.7 


3.3 


1,6 


2.0 



Richard A. Musgrave and othurs, "Distribution of Tax Pa\T.erits 
by Income Groups: A Case Study for 19^8," I^ationa l Tax jcurnsl , Vol, A 
(March 1951), p, 37; standard case. 

0,11* Brovrnlce, Kstina ted Di^^ tribu t ion of Hi r.nes ota T axes a nd 
Public ISxpcnditure Bene fits (University of ?!ir.nesoua, ccr.rvjtec 
from Tables 5, 6 and 1; allov/s for federal tax offset cn3y for tartes 
paid by corporations. 

c 

Richard A. Musgrave and Darv;in V. DaicoCf, *'\7ho Pays the V.ichigan 

Taxes?" Michiga n Tax fi tudy Staff Papers ^ Harvey E. P.ra/.er, ed, (I.nnsir.?, 

1958) , Table 5, p. 133; property tax burdens after federal tax offsets. 

*^University of V.'isconsin Tax Study Cor.i-ittoe ^ V'isconsinVs .-tate 
and Local Tc -^x l:urrien (L'niversity of Vlisconsin School of Cor.rr.erct, 

1959) , Tab.Ie 10, p. 58; property tax burdens after federal tax off sots, 
c 

Computed only for o-$2,000 bracket. 
^ ^Computed only for $7,500-and-over bracket. 

RJC 



1 w 

I o 

c 
fa: 

g 

M 



o 

I 



CO 
C 

t3 



W 
1-4 4J 

ti- C 

o 

13 



o 



|4 

to 

C O 

to 
r. 

< P3 
(:< (0 

V> O 

5" 

•ft 

Pi 4J 

e ^ 

o 



U4 
u 

Ci 

ERLC 



< to 



VI o 

c o 

> o 
c 



o o 



o 


o 


c 




*H 














CO 




oc 


CO 


CM 


o 


m 


m 


vD 


vD 




rH 


r4 



I o 
o o 
o o 
c 

" o 



o o 
o o 
o o 



o o 

o o 

o o 

<r in 



o c 



t 

O O 

O O 

o o 



.c o 

*J o 

o 
u: CM 



fa 

H 



in 

CO 



c 

CM 



in 



00 

o o 



0^ 



CM 



fn CNJ CM 



CO 



CO 



O 

in 

OJ 



vo 

m 



in vD 



rn rH ♦ 
CW i-i 





m 


ro 


CC 


in 


CNJ 






vn 


CNJ 




m 




<r 


in 


CM 






m 


ro 




































O 


CM 








Ox 


tH 




r> 


vD 


OC 


m 


CO 


iH 


c 




in 


o 




















»H 













CO 

o 



o 

CNJ 

m 













o 














a 


a 








to 
rj 
















t: 


w 




c; 


a 


•o 




•r( 


u 


r: 




4J 


u 


r3 




V» 


u 






a 


D. 


:) 




<x 




c 




o 


W 




O 


VI 


rj 




• 


p. 


X 


r: 










r: 


O 


4J 




CJ 
r* 


u 


O 


Gl 


IJ 


o 




t: 




.n 


n 


O 


•f 


f- 




(.1 


'«■'< 









in 



o 


o 


m 






c 


c 


in 




CO 






ro 


CNJ 


CM 



o 

CNJ 



CNJ O <t 

CN vD CO 
iH tH CNJ 



ro in in 
CO cNi in 

iH *-< C^| 



m 



ro 
O 



CO 



c>j 
ro 



I 

o 



oo^cocNiinvocMin 
ro CO in <NJ »H CM CO <r 
<f ro CM ro r-s 



o 

CM 



CO 



VP 



CNI 



CO 



01 

o 











ON 






• 


• 


• • 


• 


a 


C^l 


CO 






\ 






1 


1 




o 




o 


o 


o 


m 


• 

















•if 




in 






r. 


ws 


CM 




VO 


CM 


CM 












• 


rH 




in 




in 


ro 








o 


O 


ON 


o 








#1 


rH 






ON 






CM 


CM 


CO 


VD' 


CO 






C'/ 


in 




<T 


1^ 




<r 










CM 




rH 


CO 






iH 


CM 


CM 


rH 


CM 


•sT 


vO 


CO 




CM 


vO 


c 


CM 








• 






rH 


CO 


00 








CO 


ro 


CO 


in 


o 




rH 


CO 


CM 


m 


O 














in 


rH 


in 


CM 








" fO 


m 


CO 




rH 


rH 


in 


On 






CO 




00 










CM 






o 








rH 


iH 




tn 




00 


CO 




CM 




CM 




CM 








•k 






m 


VO 


o% 


H 


fO 








o 




m 




in 
















CM 


CO 



• 

CM 



CM 
CM 



in 
in 

.CM 



5^ 
rH 

00 

CM 



CO 



8^ 

in 

CM 
CO 



h5 

o 

ro 



CO 

in 





00 




00 




CO 


in 


cr^ 








< 


rH 


rH 




O 




• 














ro 






ro 








v> 


















o 












o 










'H 






























o 


o 


n 


Vi 








CO 


o 








C3 


\n 


tj 


G 










p 


:> 






to 


f-H 


•H 


•H 






lU 


u 




JJ 










r-l 


O 




to 


iH 


c 




a 


<? 


0) 


ca 










•H 


G) 




o 






AJ 




a 




o 


a 


|4 














•a 


o 




•u 






a 


u 




c 


aJ 


o 




t: 




IJ 


\r. 


v> 


c 






Q 


o 


p. 






i: W 


fi 












»(*< 


rH 






o 




4 J 






<■; 


r» 




7: 





rH 

cd 

O 

O 
iJ 



C3 

c 

>N 



iJ 



to 
c 

•ri 

c 

o 
u 



o 

o 
o 



ij 



tc 

P 
O 

o 



P 

o 

> 
•iH 

a 

to 
p 

c 



o 

P 

c 

U 

o 
iJ 



C3 C 

O ON 
a rH 
p. 

C3 p 

P t'^ 
O O 

o 



c c 

CN I'. 

m p 
c\ o 

rH tj 

O * 

O iJ 
c3 

O ^3 
>. 

a 

a > 
u u 

•H P 
P CO 

cr 

a a 
f : o 
P 

o p 

a f-H 
f-. r5 

O -H 
U 
P 

c; 

rH -H 
P 

c o 

V" M 
o o 



cj 







J— 






r* 
1 • 




CJ 






1 1 






o 












c 










JJ 


rH 








•> 








(0 






O 








o 


•H 




E 


p. 




o 


o 


u 






4J 


o 






CO 


IJ 


a 






Vi 


•H 


c 


4>J 




CO 








c 




rH 




O 






• 




u 


P 








> 


o 


o 


u 


rH 


o 


CJ 


p. 


V 






in 


o 


« 




o 








y> 


p 


p 


•H 




C) 


to 




(J 


c 


c: 


o 


f~" 


p 


o 


•H 




P 








o 




s 












o 








•H 




iJ 






u 


O 


o 


J> 




O 










a 




•n 


rH 


r-<! 


r-» 


r- 


\J 






iJ 




rH 


















p 








W 




IJ 




















O 








u 




u 


p 











c 
c 

p 



p 

V 

a 

r-! t: 

r: u 
X 



C c:^| 

I 4 

a cj 
f^i 

CI 

- p 

C/: r-»f 

1 

r- P 

p 

IS .J 



5 



5 -r. 

^ i:; 

> t'; 

•H 

P 4-> 



tr. iJ ^ 

P 

c i — 



u V* 

u to 
p c 
•H c; 
u 

v: H 
o • 
lL • 

r:* 

"J 

a n 

iJ c 



:3 A' p 



AKIJ: IS. ESTIMATED PROPICRTY TAXKS TAll) ON Ki:!:Ti:!l-*OrCUri};i) NONrA};>t IIOUSIXG, 
(Dollar amounts in millxoiis) \?^^ 



Nuiribcr of 
Renter- 
Occupied 
Units 
(In thousands) 



Fstir.ated 
Gross 
Annual 
Kont^' 



list ina tod 
Real 
EstatG 



>!c>nn }:f:tir.at:cd 
Income Total 
in Incor.c 

Class^ in Class^ 



I'stiriated 
Eifect:i.ve 
Kate 01* -vcal 
Kstato 7a:<' 



.ess than $2,000 A, 523 

$ 2,O00-$3,00D 2,202 

3,000-^,000 2,412 

A.OOO- 5,000 2,460 

5,000- 7,000 •3,-869 

7,000-10,000 2,A93 

10,000-15,000 1,003 

Over $15,000 331 



$ 2,658, 
1,534 
1,878 
^.080 
3,621 
2,640 
1,210 
467 



375 
216 
249 
273 
472 
359 
191 
125 



$ 977 
2,503 

• 3,495 
4.497 
5,935 
8,242 

11,753 

27,999 



$ 4,419 
5,512 
8,430 
11,063 
22,963 
20,547 
11,788 
9,268 



8.49% 

3.92 

2.95 

2.47 

2.06 

1.75 

1.62 

1.35 



All classesS 



19,294 



16,088 2,258 



4,871 93,990 



2.40 



Based largely cn data in U.S. Bureati of the Census, Census of l^ousin f^; 1960 , 
"Mc|p^politi:r. Housins," Filial Report HC(2)-1 (1963), Table A-2. 

Kuir.ber of unici in each gross rent class tirics nddpoint of gross rent class interval, 
times tv:elve. 

Total from Appendix Table B-4; it is estinated that $406 nillion represented the lar.: 
tax coniponent, distributed on the basis of rental incone in adjusted gross incor.e. Tlie 
remainder equals 10.6 percent of aggregate f.ross annual rent; this percentage is applied 
to each gross rent figure. 

'^Adjusted gross incor.e on U.S. individual incoriC tax returns in class, divided by 
number of taxable and nontaxable returns, fron U.S. Treasury l)epartr:ent, Statistics or 
I ncome, Individual r.eturns, 19 60. Figures are to nearest dollar, 
c 

Mean incone tines total number of rfinter-occupicd housing units, 
f • 

Real estate tax divided by agf.regnte Incor.e in class 
^'Detail p.ay not add to totals because of rounding, 



Ketzer, Dick, Kcon crdcs of the Prope rty Tax , (Vashington,!). C. : 
The Brookings Institute! r9C6),"'p. 32. 



TABL1-: 1 9 



EUSTICITY OK DDtAND TOK PIT.LIC H I.llJ'iENTAin* AND 
SECONDARY EDLXATION' WITI! RKSriiiCT TO GKP 







CNP^ 
(Millions) 


EXPEKDITURE?. 
(Millions) > 






ElasLicitv^ 




1939 




90, /i9^ 


1,942 










19/*9 






4,687 






.86 (1939- 


49) 


1959 




483.650 


12,329 






1.47 (19A9- 


59) 


1967 




793 544 


26 877 








) 


^Standard 


Education Alinanac; 


;' 1971, Gditor-in- 


■chief , 


Alvin Renetzky. 






Los 


An g 0 ]. 0 s : a cad c 


Medin. Table 21, 


P- 








2 

Standard 


ICducation Alir.nnp.c i 


: 1971. editor- in- 


■chief, 


Alvin Renetzky. 






l.os /iHj^oles: Acadeir.ic 


Mcidic. Tabic-. 62, 


p. 


81. 


Expenditures 






are 


current expenditures for public elementary 


and secondary 





schools. if 

Elasticity equals the percentage chi-inge in expenditures divided by 
the percentage change in GNT. It is a measure of the responsive-* 
ness of changes in expenditures to changes in GKP. 



TABl-i: 20 



I/:/ 



THE ROU: or Tl!i- rROPLKTV TAX, 1962 



I x'vcl of Govorn ncnit 

All States and Local Governmonts 

State Governmonts 

Local Governmonts. 
Counties 
Municipalities 
Tov.'p.sln'ps 
Scliool Districts 
Special Districts 



Property Tax Revenue as a Perccntar.o of 



Total Tax 
Revenue 

45.9 

3.1 

87.7 
93.5 
73.2 
93.3 
98.6 
100.0 



GtMK-.ral Revenue 
fvoin 0;;n Sources 

37.8 

2.7 

69.0 
7A.5 
55.6 
84.3 
86.2 
31.7 



local 
General Revenue 

32.7 

2.1 

AS.O 
45.7 
44.2 
67.3 
51.0 
25.0 



jvirco: Netricr, Dick, Econonics of the Property Te> :, (The Bvookinj^s Institution, 
1966), p. 9. ' ' 
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t.s'jiMATr.D K>:ri:KjnTn;;; I'upn. in ada in niyijc Ei.r.MKKTAiiY 

/l\'D SlXOI.'DAiiy UAY SCl.'OOJ.S 1909-70 



U.S. 



1. 
2. 
3. 



Middle 



High 



1. 
2. 
3. 



1. 
2. 
3. 



l)m;eighted 
average 

Low ji states 
High 3^ states 

Range of Un- 
veightcd 
averages 

Uiiveighted 
avern^ic as 
a national 
avera°c 

Ivow 3^ states 
I'ij'h 3 St cites 





_l-:-:p(MK) ituro Tor 
















Capital 


In tore 


St on 


Total 


Currt 


nt 






I'C D L 


$926 




§783 




$115 


$28 


• 


$503 


(Ala.) 


$438 


(Ala.) 


$50 (Miss.) 


$ 8 


(Miss . ) 


53/) 


(Miss. ) 


327 


(y.eb.) 


51 (Ala.) 


9 


(>:.M. , Okla. , K. 


617 


(Okla. ) 


504 


(Ark.) 


54 (Conn. , 


11 


(S.D.) 


• 








N.C. ) 








V.fvan • / 


$764 


(Xev. ) 


$111 (K.J.) 


$27 


(J.a.) 


923 


(ria. ) 


793 


(Del. ) 


112 (Ore.) 


28 


(R.I., l-.'is.) 


931 


(Wyo.) 


803 


(111.) 


113 (Cal. , 


29 


(N.H.) 










Ma. ) 






$1137 


(Md . ) 


$963 


(N.J.) 


$217 (Md.) 


$45 


(Minn. ) 


U16 


(Al.) 




(Al , ) 


261 (Del.) 


til 


(Pcnn. ; 


1420 


fiN.y.) 


1237 


(N.Y.) 


299 (Al.) 


52 


(Del. , j;ev. ) 
• 


551 




500 




52 


8.7 




132A 




1094 




259 


50 




773 




594 




207 


41 




59.5 




63.9 




45 


31 




143 




140 




225 


179 





Source! Stcm drird l^ducci t ion A 1 n-iinp.c ; 1971, cclj tor-in-cluef , Alvin IU:not^ky. 

Los /uijjtilcs: Ac^Juciuic Media. Table 6^*, p. S3, 
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